
KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Keith Cartier 
 
101. RR - Leak detection revenue.  

 
a. Please explain how KAWC tracks revenues and expenses related to the provision 

of leak detection services for other utilities. 
 
b. Are any of these revenues or expenses included in the base or forecast year 

period?  If yes, explain where they are located in the filing.  If not, please explain 
in detail why these revenues have been omitted. 

 
Response:  
 

a. KAW does not routinely provide leak detection services to external entities, 
although the capabilities of our personnel seem to be well known in the region.  
Exceptions are on a case by case basis where a regional utility may be in need of 
help, and a special request is made for us to provide assistance.  In those cases, a 
work order is created and all expenses would be coded to that work order for 
tracking purposes.     

  
b.  No.  There are none in the base year or test year because these are periodic and 

have not occurred in recent history.   
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Keith Cartier/Lewis E. Keathley 
 
102. RR - Please provide all support and workpapers relating to any forecasted increase in fuel 

and power costs.  Include any correspondence and/or other material received from KU or 
other electric service providers relating to these estimates.  (Case No. 2010-00036; OAG 
1 - 152) 

 
Response:  
 

Please see the attachment, which includes an email from KU which provided guidance on 
the forecasted increase in fuel and power costs for KU that were included in this rate 
case. 
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F&P Rate Case Assumptions 2012

Assume 10% KU increase in 2013 due to rate case on cost of energy and demand charges
Assume 3.5% increase in KU environmental surcharge

F&P Rate Case Assumptions 2012
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Keith Cartier/Lewis E. Keathley

103. RR - Please provide all support and workpapers related to the forecasted increase in
chemical prices. Include any correspondence with suppliers. (Previous Request 153 –
Case No. 2010-00036)

Response:

Please see the response to data request Item 86 of this same data request for the most
current actual contracts and invoices. Also, please see the attachment, which details the
guidance provided by American Water Supply Chain on future chemical price
projections. The attachment contains confidential information and the Company has filed
a Petition for Confidential Treatment contemporaneously with these responses. The
Company will provide copies of the requested documents to all parties in this case upon
execution of an appropriate confidentiality agreement.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
104. RR - Please provide copies of December year-to-date financial, operating and/or 

statistical reports for 2010, 2011, and 2012.  (Case No. 2010-00036; OAG 1 - 163) 
 
Response:  
 

Please find attached the following reports for 2010, 2011, and year to date 2012 –Balance 
Sheet, Income Statement, Trial Balance, Analysis of Income, and 329 Operating Data 
Report. 
 
 *Note- As of December 31, 2012, there is no official 329 Operating Data Report in SAP. 
Towards the end of the attached file there are OPD reports that contain Water Sales, 
Customer Count (Connections part of the 329), and System Delivery. Revenues, Labor 
Costs, and Total O&M Expenses can be found on the 2012 Analysis of Income. The 
Number of Employees is supplied in a pivot table. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
105. RR - Please provide a complete breakdown of other income, net, for 2010, 2011 and 2012 

and projected for 2013 and 2014.  Identify the jurisdictional portion of each element.  
(Case No. 2010-00036; OAG 1 - 168) 

 
Response:  
 

Please refer to the response to Item 104 of this same data request for the detailed income 
statements for 2010-2012 which shows the categories of other (below the line) income, net. 
Also refer to the analysis of income report which is provided in the response to Item 104 of 
this same data request which provides the detail of the other (below the line) income, net. The 
budgeted amounts of other (below the line) income for 2013/2014 are: 
   

2013: $ 925,485, made up of AFUDC net of miscellaneous below the line deductions, 
including tax 
 
2014: $ 277,689 made up of AFUDC net of miscellaneous below the line deductions, 
including tax 

 
The company did not include below-the-line, other income, net in the rate filing. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
106. RR - Provide the monthly financial and operating reports for every month from January 

2010 to the present.  (Case No. 2010-00036; OAG 1 - 170) 
 
Response:  
 

The monthly financial and operating reports for December 2011 through November 2012 
were filed with our application. (KAW_APP_EX30_122812.pdf) 
 
The monthly financial and operating report for December 2012 was included with the 
response to AG 23. 
 
Attached, please find the financial and operating reports for January 2010 through 
November 2011. (January 2010 - November 2011 KAWC Financial Reports) 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Cheryl D. Norton 
 
107. RR – Please List each internal audit completed, scheduled, or in progress at the Company 

for 2010, 2011 and 2012.  For each, list subject of audit, date of audit, date of report and 
title of report.  (Case No. 2010-00036; OAG 1 - 182) 

 
Response:  
 

None. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness:  Linda C. Bridwell  
 
108. RR - Customer Deposits. 

 
a. What is the ratemaking treatment for customer deposits proposed by the 

Company?  Where is such proposal found in the filing? 
 
b. Provide the monthly level of customer deposits for the period December 2010, 

2011 and 2012. 
 
c. Provide the monthly interest expense paid by the Company on customer deposits 

for the same period.  (Case No. 2010-00036; OAG 1 - 200) 
 
Response:  

 
Kentucky American Water stopped collecting customer deposits in 2003. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness:  Linda C. Bridwell  
 
109. Customer Deposits.   

 
a. What is the contractual interest rate on customer deposits? 
 
b. Identify the tariff or statute that establishes the interest rate. 
 
c. Does the Company accrue interest on inactive customer deposits? 
 
d. How often is interest on customer deposits paid? 
 
e. Is interest on customer deposits paid by check, in the form of a bill credit, or 

credited as an addition to the customer deposit balance? 
 
f. What is the Company's policy on customer deposits for collection, refund, and use 

as an offset against an uncollectible balance? 
 
g. Provide a copy of the Company's policy(s) relating to customer deposits.  (Case 

No. 2010-00036; OAG 1 - 201) 
 
Response:  
 
  Please refer to the response to Item 108 of this same data request. 
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Cheryl D. Norton/Keith Cartier/Linda C. Bridwell

110. For major plant construction projects representing plant additions costing more than $5
million added during 2010, 2011 and 2012 please state the following:

a. Description of project.

b. Any economic feasibility studies done in a relationship to the project.

c. Any related cost savings achieved as a result of adding the addition.

d. Whether the project was for replacement, for new growth, environmental, or
other.

e. Description of why the project was necessary. (Case No. 2010-00036; OAG 1 -
204)

Response:

a. KRS II at Hardin’s Landing – this project was the construction of a new 20
million gallon per day treatment plant, 30.5 miles of 42” ductile iron transmission
main, and a 3.0 million gallon storage tank and booster station. This project was
completed in 2010. This project was critical to eliminate a significant treatment
capacity and raw water deficit that was the subject of an extensive review in the
approval of the Certificate of Convenience and Necessity in Case No. 2007-
00134.

b. Please refer, in general, to the entire record in Case No. 2007-00134, which
includes the testimony of many Company witnesses addressing the issue of
economic feasibility, portions of intervenor testimony in support of the economic
feasibility of the project, and the Commission’s final order in the case (dated
April 25, 2008) in which the Commission determined that the project was
economically feasible.

c. Please see response to part b above.

d. The project was constructed to address the existing capacity deficits and to
accommodate moderate projected growth in the existing area currently served by
Kentucky American Water.

e. This project was critical to eliminate an existing and significant treatment
capacity deficit, as well as an existing and significant raw water deficit that was
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the subject of an extensive review in the approval of the Certificate of
Convenience and Necessity in Case No. 2007-00134.
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Scott W. Rungren

111. RR - Please provide a copy of the parent company’s corporate federal tax returns and
supporting “M” schedules and all consolidating schedules for 2010, 2011 and 2012 when
available. (Case No. 2010-00036; OAG 1 - 208)

Response:

Please see attached for the Confidential American Water Works Company, Inc’s 2010 &
2011 consolidated federal income tax returns, with supporting schedules and statements.
2012 is expected to be filed by September 2013. The tax returns are confidential and the
Company has filed a Petition for Confidential Treatment contemporaneously with these
responses. The Company will provide copies of the requested documents to all parties in
this case upon execution of an appropriate confidentiality agreement.
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This entire attachment is confidential and has been
provided under seal pursuant to a Petition for Confidential

Treatment.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
112. RR - Please provide detailed calculations of federal income taxes and state income taxes 

(budgeted and/or actual) for the following accounting periods: 
 

a. The year ended December 31, 2010 (actual); 
 
b. The year ended 2011 (actual); 
 
c. The year ended 2012 (when available).  (Case No. 2010-00036; OAG 1 - 209) 

 
Response:  
 

Please see the attachments for Item 116 of this same data request. The information for 
2010 & 2011 comes from the actual tax returns and 2012 comes from the year end tax 
provision since the tax return is not completed at this time. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
113. RR -  Please provide workpapers detailing the calculation of each statutory addition and 

deduction used in arriving at taxable income in the above calculation, as well as the 
calculations provided in Schedule E to the filing.  Also provide a narrative explanation of 
the effect of each statutory addition and deduction on tax and/or book income, and the 
Internal Revenue Code Section or Treasury Regulation calling for the adjustment.  (Case 
No. 2010-00036; OAG 1 - 210) 

 
Response:  
 

The Company objects to this question on the grounds the question is vague (i.e, the 
question refers to “the above calculation”, but does not identify the calculation, and it 
refers to “Schedule E to the filing”, though not what specific filing, tax return or rate case 
filing?).  In addition, it requires narrative explanations which are not in the Company’s 
possession.   

Notwithstanding the objection, the Company responds, the schedule attached to the 
response to AGDR1 Item 116 is in sufficient detail to identify the Schedule M FIT tax 
add backs and deducts.  In addition, see attached KY AW 2011 Federal Proforma” for 
their Schedule M-3 and its related Statements. It also details the additions and deductions 
in arriving at taxable income.   

Each schedule M item is not covered by a specific IRS regulation, but represent generally 
those items which are permitted tax deductions as period costs (Sec. 162) but are 
recognized under U. S. GAAP or rate recovery (FAS 71) over an extended time, the 
reversal of book deductions (amortizations)  that were recognized as tax deductions in 
prior years (FAS 71), or items that have different tax and book lives (i.e. tax vs. book 
depreciation-Economic Recovery Act or 1981, Sec 168-E, Tax Reform Act 1986, Sec. 
168-I), or tax/book basis differences (i.e. AFUDC, Sec. 263-A, CIAC’s, Sec. 108). 
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OMB No. 1545-0123U.S. Corporation Income Tax Return1120Form For calendar year 2011 or tax year beginning , ending
Depar tment of the Treasury
Internal Revenue Service  See separate instructions. 

B Employer identification numberA Check if: Name
Consolidated return
(att ach Form 851)

1a  TYPE

OR

PRINT

b Life/nonlife
consolidated return

C Date incorporatedNumber, street, and room or suite no. If a P.O. box, see instructions.
Personal holding co.
(attach Sch. PH)

2 
3 Personal service

corp. (see instructions)
D Total assets (see instructions)City or town, state, and ZIP code

$Schedule M-3
attached

4  E Check if: (1) Initial return (2) Final return (3) Name change (4) Address change

Merchant card and third-party payments. For 2011, enter -0-1a

b

c

d

e

1a

1b

1c

1d


Gross receipts or sales not reported on line 1a (see instructions)
Total. Add lines 1a and 1b
Returns and allowances plus any other adjustments (see instructions)

1eSubtract line 1d from line 1c 
22 Cost of goods sold from Form 1125-A, line 8 (attach Form 1125-A) 
33 Gross profit. Subtract line 2 from line 1e 
44 Dividends (Schedule C, line 19) 
55 Interest 
66 Gross rents 
77 Gross royalties 
8Capital gain net income (attach Schedule D (Form 1120))8 
99 Net gain or (loss) from Form 4797, Part II, line 17 (attach Form 4797) 

1010 Other income (see instructions - attach schedule)
11 Total income. Add lines 3 through 10 11

In
c

o
m

e

12 Compensation of officers from Form 1125-E, line 4 (attach Form 1125-E) 12
13 Salaries and wages (less employment credits) 13
14 Repairs and maintenance 14
15 Bad debts 15
16 Rents 16
17 Taxes and licenses 17
18 Interest 18
19 Charitable contributions 19

20Depreciation from Form 4562 not claimed on Form 1125-A or elsewhere on return (attach Form 4562)20

21

22

23

24

25

26

27

28

29


Depletion 21
Advertising 22
Pension, profit-sharing, etc., plans 23
Employee benefit programs 24

25Domestic production activities deduction (attach Form 8903) 
Other deductions (attach schedule) 26

Total deductions. Add lines 12 through 26 27

28


Taxable income before net operating loss deduction and special deductions. Subtract line 27 from line 11

a Net operating loss deduction (see instructions) 29a
b Special deductions (Schedule C, line 20) 29bD

e
d

u
c

ti
o

n
s

 (
S

e
e

 i
n

s
tr

u
c

ti
o

n
s

 f
o

r 
li

m
it

a
ti

o
n

s
 o

n
 d

e
d

u
c

ti
o

n
s

.)


c Add lines 29a and 29b  29c

3 0 Taxable income. Subtract line 29c from line 28 (see instructions) 3 0
3 1 Total tax (Schedule J, Part I, line 11) 3 1
3 2 Total payments and refundable credits (Schedule J, Part II, line 21) 3 2
3 3 Estimated tax penalty (see instructions). Check if Form 2220 is attached  3 3
3 4 Amount owed. If line 32 is smaller than the total of lines 31 and 33, enter amount owed 3 4
3 5 Overpayment. If line 32 is larger than the total of lines 31 and 33, enter amount overpaid 3 5

 3 6 Enter  amount f rom line 35 you want: Credited to 2012 estimated tax Refunded

T
ax

, 
R

e
fu

n
d

a
b

le
 C

re
d

it
s

, 
a

n
d

P
a

y
m

e
n

ts

3 6
Under pen alties of  per jury, I declare that I have examined this return, including accompanying schedules and statements, and to the best of my knowledge and belief, it is true, correct,
and complete. De claration of prepar er (other than taxpayer) is based on all information of which preparer has any knowledge.

Sign May the IRS discuss this return

with the preparer shown below

(see instructions)?
 Here

Signature
of officer

Date Title Yes No

Print/Type preparer's name Preparer's signature Date PTINCheck if
self-employedPaid

 Firm's name Firm's EINPreparer
Phone no.Firm's addressUse Only

For Paperwork Reduction Act Notice, see separate instructions.For Paperwork Reduction Act Notice, see separate instructions. Form 1120 (2011)Form 1120 (2011)
JSAJSA
1C1110 2.0001C1110 2.000 600014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company

PO Box 5600, ATTN: Income Tax

Cherry Hill, NJ 08003

61-0485002

X

02/27/1982

215-448-5000

James Barrett
Ernst & Young U.S. LLP
One Commerce Square, STE 700

X

Philadelphia, PA  19103

34-6565596
P00731060

505,677,608.

83,569,937.
83,569,937.

83,569,937.
6,372,045.
77,197,892.

15,042.

252,215.
77,465,149.

7,608,922.
4,079,749.
465,598.
32,033.

4,745,779.
10,552,031.
13,720,344.
10,913,751.

37,957.
3,178,600.
2,506,561.

15,773,663.
73,614,988.
3,850,161.

3,850,161.
NONE

See Statement 1

See Statement 1

See Statement 2

See Statement 3

See Statement 3
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Form 1120 (2011) Page 2

Dividends and Special Deductions (see instructions) (a) Dividends (c) Special deductions Schedule C 
(b) %received (a) x (b)

1 Dividends from less-than-20%-owned domestic corporations (other than debt-
70financed stock) 

2 Dividends from 20%-or-more-owned domestic corporations (other than debt-
80financed stock) 
see

instructions

3

4

5

6

7

8

9

Dividends on debt-f inanced stock of domestic and foreign corporations

Dividends on certain preferred stock of less-than-20%-owned public utilities

Dividends on certain preferred stock of 20%-or-more-owned public utilities

Dividends from less-than-20%-owned foreign corporations and certain FSCs

Dividends from 20%-or-more-owned foreign corporations and certain FSCs

Dividends from wholly owned foreign subsidiaries

Total. Add lines 1 through 8. See instructions for limitation

42
48
70
80

100


10 Dividends from domestic corporations received by a small business investment
100company operating under the Small Business Investment Act of 1958 
10011

12

13

14

15

16

17

18

19

Dividends from affiliated group members 

Dividends from certain FSCs

Dividends from foreign corporations not included on lines 3, 6, 7, 8, 11, or 12

Income from controlled foreign corporations under subpart F (attach Form(s) 5471)

Foreign dividend gross-up

IC-DISC and former DISC dividends not included on lines 1, 2, or 3

Other dividends

Deduction for dividends paid on certain preferred stock of public utilities

Total dividends. Add lines 1 through 17. Enter here and on page 1, line 4


100











20 Total special deductions. Add lines 9, 10, 11, 12, and 18. Enter here and on page 1, line 29b 
Form 1120 (2011)

JSA
1C1120 2.000

700014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

Kentucky-American Water Company
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Form 1120 (2011) Page 3

Tax Computation and Payment (see instructions) Schedule J 
Part I - Tax Computation

1 Check if the corporation is a member of a controlled group (attach Schedule O (Form 1120)) 
 22

3

Income tax. Check if a qualified personal service corporation (see instructions) 
3Alternative minimum tax (attach Form 4626) 

4

5

4Add lines 2 and 3 
a

b

c

5aForeign tax credit (attach Form 1118)

5c


5bCredit from Form 8834, line 30 (attach Form 8834) 

General business credit (attach Form 3800) 
d 5dCredit for prior year minimum tax (attach Form 8827) 
e 5eBond credits from Form 8912 

6 6Total credits. Add lines 5a through 5e 
7Subtract line 6 from line 47 
88 Personal holding company tax (attach Schedule PH (Form 1120))

a

b

c

d

e

f

9a

9b

9c

9d

9e

9f

9 Recapture of investment credit (attach Form 4255)
Recapture of low-income housing credit (attach Form 8611) 
Interest due under the look-back method - completed long-term contracts

(attach Form 8697)
Interest due under the look-back method - income forecast method (attach
Form 8866)
Alternative tax on qualifying shipping activities (attach Form 8902)
Other (see instructions - attach schedule)





1010 Total. Add lines 9a through 9f 

11 11Total tax. Add lines 7, 8, and 10. Enter here and on page 1, line 31 
Part II - Payments and Refundable Credits

12

13

14

15

16

17

18

19

20

21

12

13

14

15

16

17

18

20

21

2010 overpayment credited to 2011
2011 estimated tax payments
2011 refund applied for on Form 4466
Combine lines 12, 13, and 14
Tax deposited with Form 7004
Wi thholding (see instructions)
Total payments. Add lines 15, 16, and 17
Refundable credits from:
Form 2439
Form 4136
Form 3800, line 17c and Form 8827, line 8c
Other (attach schedule - see instructions)
Total credits. Add lines 19a through 19d
Total payments and credits. Add lines 18 and 20. Enter here and on page 1, line 32


( )





19a

19b

19c

19d

a

b

c

d







Other Information (see instructions) Schedule K 
Yes No1 Check accounting method: a Cash b Accrual c Other (specify)

2 See the instructions and enter the:

a Business activity code no.

b Business activity

c Product or service
3 Is the corporation a subsidiary in an affiliated group or a parent-subsidiary controlled group?

If "Yes," enter name and EIN of the parent corporation



4 At the end of the tax year:

a Did any foreign or domestic corporation, partnership (including any entity treated as a partnership), trust, or tax-exempt
organization own directly 20% or more, or own, directly or indirectly, 50% or more of the total voting power of all classes of the
corporation's stock entitled to vote? If "Yes," complete Part I of Schedule G (Form 1120) (attach Schedule G) 

b Did any individual or estate own directly 20% or more, or own, directly or indirectly, 50% or more of the total voting power of all
classes of the corporation's stock entitled to vote? If "Yes," complete Part II of Schedule G (Form 1120) (attach Schedule G)

(2011)Form 1120 

JSA

1C1130 2.000

800014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

Kentucky-American Water Company

NONE

X

221300
Water - Utility
Water - Utility

X

X

51-0063696
American Water Works Company,

X

00014C
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Form 1120 (2011) Page 4

Other Information continued (see instructions) Schedule K  
Yes No

5 At the end of the tax year, did the corporation:

a Own directly 20% or more, or own, directly or indirectly, 50% or more of the total voting power of all classes of stock entitled to vote of
any foreign or domestic corporation not included on Form 851,   Affiliations Schedule? For rules of constructive ownership, see instructions.
If "Yes," complete (i) through (iv) below.

(ii) Employer
Identification Number

(if any)
(i) Name of Corporation (iii) Country of 

Incorporation
(iv) Percentage 

Owned in Voting
Stock

b Own directly an interest of 20% or more, or own, directly or indirectly, an interest of 50% or more in any foreign or domestic partnership
(including an entity treated as a partnership) or in the beneficial interest of a trust? For rules of constructive ownership, see instructions.
If "Yes," complete (i) through (iv) below.

(iv) Maximum
 Percentage Owned in
Profit, Loss, or Capital

(ii) Employer
Identification Number

(if any)
(iii) Country of 
Organization

(i) Name of Entity

6 During this tax year, did the corporation pay dividends (other than stock dividends and distributions in exchange for stock) in
excess of the corporation's current and accumulated earnings and profits? (See sections 301 and 316.) 
If "Yes," file Form 5452, Corporate Report of Nondividend Distributions.
If this is a consolidated return, answer here for the parent corporation and on Form 851 for each subsidiary.

7 At any time during the tax year, did one foreign person own, directly or indirectly, at least 25% of (a) the total voting power of all
classes of the corporation's stock entitled to vote or (b) the total value of all classes of the corporation's stock? 
For rules of attribution, see section 318. If "Yes," enter:

 (i) Percentage owned and (ii) Owner's country
(c) The corporation may have to file Form 5472, Information Return of a 25% Foreign-Owned U.S. Corporation or a Foreign
Corporation Engaged in a U.S. Trade or Business. Enter the number of Forms 5472 attached 

Check this box if the corporation issued publicly offered debt instruments with original issue discount8 
If checked, the corporation may have to file Form 8281, Information Return for Publicly Offered Original Issue Discount Instruments.

 $9 Enter the amount of tax-exempt interest received or accrued during the tax year

10

11

Enter the number of shareholders at the end of the tax year (if 100 or fewer)
If the corporation has an NOL for the tax year and is electing to forego the carryback period, check here 
If the corporation is filing a consolidated return, the statement required by Regulations section 1.1502-21(b)(3) must be attached
or the election will not be valid.

12 Enter the available NOL carryover from prior tax years (do not reduce it by any deduction on line 29a.) $
13 Are the corporation's total receipts (line 1c plus lines 4 through 10 on page 1) for the tax year and its total assets at the end of

the tax year less than $250,000? 
If "Yes," the corporation is not required to complete Schedules L, M-1, and M-2 on page 5. Instead, enter the total amount of cash
distributions and the book value of property distributions (other than cash) made during the tax year.$
Is the corporation required to file Schedule UTP (Form 1120), Uncertain Tax Position Statement (see instructions)?
If "Yes," complete and attach Schedule UTP.
Did the corporation make any payments in 2011 that would require it to file Forms(s) 1099 (see instructions)?
If "Yes," did or will the corporation file all required Forms 1099?

14 
15a

     b


JSA Form 1120 (2011)
1C1135 2.000

900014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

Kentucky-American Water Company

X

X

X

X

1

X

X

X
X

KAW_R_AGDR1_NUM113_022013 
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Form 1120 (2011) Page 5

Balance Sheets per Books Beginning of tax year End of tax year Schedule L 
(a) (b) (c) (d)Assets

1 Cash
Trade notes and accounts receivable

Less allowance for bad debts
Inventories
U.S. government obligations
Tax-exempt securities (see instructions)

Other current assets (attach schedule)

Loans to shareholders
Mortgage and real estate loans
Other investments (attach schedule)


2a

b


( () )

3

4

5

6

7

8

9









10a

b

Buildings and other depreciable assets
)( ) (Less accumulated depreciation 

11a

b

Depletable assets 
( )( )Less accumulated depletion 

12 Land (net of any amortization) 
13a

b

Intangible assets (amortizable only) 
) )( (Less accumulated amortization 

14

15

Other assets (attach schedule) Total assets
Liabilities and Shareholders' Equity

16 Accounts payable 
Mortgages, notes, bonds payable in less
than 1 year

17 
Other current liabilities (attach schedule)18 

19 Loans from shareholders 
Mortgages, notes, bonds payable in 1 year
or more20 

21 Other liabilities (attach schedule) 
22 Capital stock: a Preferred stock 

b Common stock 
Additional paid-in capital23 
Retained earnings-Appropriated (attach schedule)24

Retained earnings - Unappropriated25 
Adjustments to shareholders' equity

26 (attach schedule)
(( ) )27 Less cost of treasury stock 

28 Total liabilities and shareholders' equity 
Reconciliation of Income (Loss) per Books With Income per Return
Note:  Schedule M-3 required instead of Schedule M-1 if total assets are $10 million or more - see instructions

 Schedule M-1 

Income recorded on books this year71 Net income (loss) per books  not included on this return (itemize):
2 Federal income tax per books Tax-exempt interest $
3 Excess of capital losses over capital gains
4 Income subject to tax not recorded on books

Deductions on this return not chargedthis year (itemize): 8

against book income this year (itemize):
Expenses recorded on books this year not5 a Depreciation $deducted on this return (itemize):

a Depreciation $ b Charitable contributions $ 
b Charitable contributions $
c Travel and entertainment $

9 Add lines 7 and 8 
6 Add lines 1 through 5 10 Income (page 1, line 28) - line 6 less line 9

Analysis of Unappropriated Retained Earnings per Books (Line 25, Schedule L) Schedule M-2 

1 Balance at beginning of year 5 Distributions: a Cash 
2 Net income (loss) per books b Stock 
3 Other increases (itemize): c Property

Other decreases (itemize):6

Add lines 5 and 67 
4 Add lines 1, 2, and 3 Balance at end of year (line 4 less line 7)8

Form 1120 (2011)

JSA
1C1140 2.000

1000014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

Kentucky-American Water Company

268,962.
3,011,145.
406,809. 2,604,336.

6,025,583.

570,870,742.
98,304,331. 472,566,411.

270,193.

282,050.
2,826,297.
542,769. 2,283,528.

5,059,054.

581,100,280.
105,308,867. 475,791,413.

249,738.

11,898,556.
493,634,041.

6,032,920.
15,754,938.
-20,105,081.

172,390,000.
167,348,413.

22,011,825.
505,677,608.

6,707,819.
11,542,162.
-20,094,233.

192,390,000.
158,329,060.

1,445,600.
36,568,777. 38,014,377.

74,688,528.

39,509,946.

493,634,041.

1,445,600.
36,568,777. 38,014,377.

74,767,650.

44,020,773.

505,677,608.

18,162,059.
4,193,618.

254,183.

22,716.
3,322,792.
25,955,368.

608,993.

21,496,214.
22,105,207.
3,850,161.

39,509,946.
18,162,059.

57,672,005.

13,651,232.

13,651,232.
44,020,773.

Stmt 4

Stmt 4

Stmt 4

Stmt 4

See Statement 6

See Statement 6
See Statement 6

KAW_R_AGDR1_NUM113_022013 
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Information on Certain Persons Owning the
Corporation's Voting Stock

SCHEDULE G
(Form 1120) OMB No. 1545-0123
(Rev. December 2011)  Attach to Form 1120.

See instructions on page 2.
Depar tment of the Treasury
Internal Revenue Service 
Name Employer identification number (EIN)

Certain Entities Owning the Corporation's Voting Stock. (Form 1120, Schedule K, Question 4a). Complete
columns (i) through (v) below for any foreign or domestic corporation, partnership (including any entity treated
as a partnership), trust, or tax-exempt organization that owns directly 20% or more, or owns, directly or
indirectly, 50% or more of the total voting power of all classes of the corporation's stock entitled to vote (see
instructions).

 Part I 

(ii) Employer Identification
Number (if any)

(iv) Country of
Organization

(v) Percentage Owned
in Voting Stock(i) Name of Entity (iii) Type of Entity

Certain Individuals and Estates Owning the Corporation's Voting Stock. (Form 1120, Schedule K,
Question 4b). Complete columns (i) through (iv) below for any individual or estate that owns directly 20% or
more, or owns, directly or indirectly, 50% or more of the total voting power of all classes of the corporation's
stock entitled to vote (see instructions).

 Part II 

(iii) Country of
Citizenship (see

instructions)
(ii) Identifying Number

(if any)
(iv) Percentage Owned

in Voting Stock(i) Name of Individual or Estate

For Paperwork Reduction Act Notice, 
see the Instructions for Form 1120.

Schedule G (Form 1120) (Rev. 12-2011)1C2720 2.000         JSA

1100014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

AMERICAN WATER WORKS COMPANY, INC US510063696 Corporation 100.00

KAW_R_AGDR1_NUM113_022013 
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OMB No. 1545-0175Alternative Minimum Tax - CorporationsForm 4626
 See separate instructions.

Department of the Treasury  Attach to the corporation's tax return.Internal Revenue Service
Name Employer identification number

Note:  See the instructions to find out if the corporation is a small corporation exempt from the
alternative minimum tax (AMT) under section 55(e).

1

2a

2b

2c

2d

2e

2f

2g

2h

2i

2j

2k

2l

2m

2n

2o

3

4e

5

6

7

8c

9

10

11

12

13

14

1

2

Taxable income or (loss) before net operating loss deduction  

Adjustments and preferences:



a

b

c

d

e

f

g

h

i

j

k

l

m

n

o

Depreciation of post-1986 property
Amortization of certified pollution control facilities
Amortization of mining exploration and development costs
Amortization of circulation expenditures (personal holding companies only)
Adjusted gain or loss
Long-term contracts
Merchant marine capital construction funds
Section 833(b) deduction (Blue Cross, Blue Shield, and similar type organizations only)
Tax shelter farm activities (personal service corporations only)
Passive activities (closely held corporations and personal service corporations only)
Loss limitations
Depletion
Tax-exempt interest income from specified private activity bonds
Intangible drilling costs
Other adjustments and preferences




















3 Pre-adjustment alternative minimum taxable income (AMTI). Combine lines 1 through 2o 
4 Adjusted current earnings (ACE) adjustment:

4a

4b

4c

4d

8a

8b

a ACE from line 10 of the ACE worksheet in the instructions
b Subtract line 3 from line 4a. If line 3 exceeds line 4a, enter the difference

as a negat ive amount (see instructions) 
c Multiply line 4b by 75% (.75). Enter the result as a positive amount 
d Enter the excess, if any, of the corporation's total increases in AMTI from

prior year ACE adjustments over its total reductions in AMTI from prior
year ACE adjustments (see instructions).  Note:  You must enter an amount

on line 4d (even if line 4b is positive) 
e ACE adjustment.



If line 4b is zero or more, enter the amount from line 4c
If line 4b is less than zero, enter the smaller of line 4c or line 4d as a negat ive amount


Combine lines 3 and 4e. If zero or less, stop here; the corporation does not owe any AMT
Alternative tax net operating loss deduction (see instructions)

5

6




7

8

9

Alternative minimum taxable income.  Subtract line 6 from line 5. If the corporation held a residual
interest in a REMIC, see instructions 
Exemption phase-out (if line 7 is $310,000 or more, skip lines 8a and 8b and enter -0- on line 8c):
Subtract $150,000 from line 7 (if completing this line for a member of a
controlled group, see instructions). If zero or less, enter -0-

a


Multiply line 8a by 25% (.25)b 
Exemption. Subtract line 8b from $40,000 (if completing this line for a member of a controlled group, 
see instructions). If zero or less, enter -0-
Subtract line 8c from line 7. If zero or less, enter -0-

c




10

11

12

13

Multiply line 9 by 20% (.20)
Alternative minimum tax foreign tax credit (AMTFTC) (see instructions)
Tentative minimum tax. Subtract line 11 from line 10
Regular tax liability before applying all credits except the foreign tax credit







14 Alternative minimum tax.  Subtract line 13 from line 12. If zero or less, enter -0-. Enter here and on
Form 1120, Schedule J, line 3, or the appropriate line of the corporation's income tax return 

For Paperwork Reduction Act Notice, see the instructions. Form 4626 (2011)

JSA

1X2400 2.000

1200014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

3,850,161.

787,037.

-36,994.

NONE
4,600,204.

4,147,586.

-452,618.
339,464.

4,600,204.

4,600,204.

NONE
4,600,204.
920,041.

920,041.

See Statement 8

KAW_R_AGDR1_NUM113_022013 
Page 8 of 39



Keep for Your RecordsAdjusted Current Earnings (ACE) Worksheet

 See ACE Worksheet Instructions.

1 Pre-adjustment AMTI. Enter the amount from line 3 of Form 4626 1
2 ACE depreciation adjustment:

a AMT depreciation 2a
b ACE depreciation:

(1) Post-1993 property 2b(1)
(2) Post-1989, pre-1994 property 2b(2)
(3) Pre-1990 MACRS property 2b(3)
(4) Pre-1990 original ACRS property 2b(4)
(5) Property described in sections 168(f)(1) through 

(4) 2b(5)
(6) Other property 2b(6)
(7) Total ACE depreciation. Add lines 2b(1) through 2b(6) 2b(7)

ACE depreciation adjustment. Subtract line 2b(7) from line 2ac 2c
Inclusion in ACE of items included in earnings and profits (E&P):3

a Tax-exempt interest income 3 a
b Death benefits from life insurance contracts 3 b
c All other distributions from life insurance contracts (including surrenders) 3 c

Inside buildup of undistributed income in life insurance contractsd 3 d
Other items (see Regulations sections 1.56(g)-1(c)(6)(iii) through (ix) for a partial 
list)

e

3 e
f Total increase to ACE from inclusion in ACE of items included in E&P. Add lines 3a through 3e 3f

Disallowance of items not deductible from E&P:4

a Certain dividends received 4 a
b Dividends paid on certain preferred stock of public utilities that are deductible 

under section 247 4 b
c Dividends paid to an ESOP that are deductible under section 404(k) 4 c
d Nonpatronage dividends that are paid and deductible under section 1382(c) 4 d
e Other items (see Regulations sections 1.56(g)-1(d)(3)(i) and (ii) for a partial list) 4 e
f Total increase to ACE because of disallowance of items not deductible from E&P. Add lines 4a through 4e 4f

Other adjustments based on rules for figuring E&P:5

5aa Intangible drilling costs 
b Circulation expenditures 5b
c Organizational expenditures 5c

5dd LIFO inventory adjustments 
e Installment sales 5e
f Total other E&P adjustments. Combine lines 5a through 5e 5f

Disallowance of loss on exchange of debt pools6 6
Acquisition expenses of life insurance companies for qualified foreign contracts7 7
Depletion8 8

9Basis adjustments in determining gain or loss from sale or exchange of pre-1994 property9 
Adjusted current earnings. Combine lines 1, 2c, 3f, 4f, and 5f through 9. Enter the result here and on line 
4a of Form 4626

10

10

JSA

1X2410 2.000

1300014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

4,600,204.

10,126,714.

10,575,417.
10,575,417.

-448,703.

-3,915.

4,147,586.

KAW_R_AGDR1_NUM113_022013 
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Cost of Goods SoldForm 1125-A
(December 2011) OMB No. 1545-2225 Attach to Form 1120, 1120-C, 1120-F, 1120S, 1065, and 1065-B.Department of the Treasury
Internal Revenue Service
Name Employer identification number

1

2

3

4

5

6

7

Inventory at beginning of year
Purchases
Cost of labor
Additional section 263A costs (attach schedule)
Other costs (attach schedule)
Total. Add lines 1 through 5
Inventory at end of year

1

2

3

4

5

6

7

8










8 Cost of goods sold. Subtract line 7 from line 6. Enter here and on Form 1120, page 1, line 2 or the
appropriate line of your tax return (see instructions) 

9a Check all methods used for valuing closing inventory:
(i)

(ii)

(iii)

Cost
Lower of cost or market
Other (Specify method used and attach explanation.)  


b

c

Check if there was a writedown of subnormal goods
Check if the LIFO inventory method was adopted this tax year for any goods (if checked, attach Form 970)




d If the LIFO inventory method was used for this tax year, enter amount of closing inventory computed
under LIFO 9d

Yes

Yes

No

No

e If property is produced or acquired for resale, do the rules of section 263A apply to the corporation? 
f Was there any change in determining quantities, cost, or valuations between opening and closing inventory? If "Yes,"

attach explanation 

Section references are to the Internal
Revenue Code unless otherwise noted.

you can adopt or change your accounting
method to account for inventoriable items
in the same manner as materials and
supplies that are not incidental.

ending on or after December 31, 2000,  has
average annual gross receipts of $10
million or less for the 3 prior tax years, (b)
whose principal business activity is not an
ineligible activity, and (c) whose business is
not a tax shelter (as defined in section 448
(d)(3)). See Rev. Proc. 2002-28, 2002-18, I.
R.B. 815.

General Instructions
Future Developments. The IRS has
created a page on IRS.gov for information
about Form 1125-A and its instructions at
www.irs.gov/form1125a. Information about
any future developments affecting Form
1125-A (such as legislation enacted after
we release it) will be posted on that page.

   Under this accounting method inventory
costs for raw materials purchased for use
in producing finished goods  and
merchandise purchased for resale are
deductible in the year the finished goods or
merchandise are sold (but not before the
year you paid for the raw materials or
merchandise, if you are also using the cash
method). For additional guidance on this
method of accounting, see Pub. 538,
Accounting Periods and Methods. For
guidance on adopting or changing to this
method of accounting, see Form 3115,
Application for Change in Accounting
Method, and its instructions

Uniform capitalization rules. The uniform
capitalization rules of section 263A
generally require you to capitalize, or
include in inventory, certain costs incurred
in connection with the following.Purpose of Form  The production of real property and

Use Form 1125-A to calculate and deduct
cost of goods  sold for certain entities.

tangible personal property held in inventory
or held for sale in the ordinary course of
business.
Who Must File Real property or personal property
(tangible and intangible) acquired for resale.Filers of Form 1120,  1120-C, 1120-F,

1120S, 1065, or 1065-B, must complete
and attach Form 1125-A if the applicable
entity reports a deduction for cost of goods
sold.

    If you account for inventoriable items in
the same manner as materials and supplies
that are not incidental, you can currently
deduct expenditures for direct labor and all
indirect costs that would otherwise be
included in inventory costs.

The production of real property and
tangible personal property by a corporation
for use in its trade or business or in an
activity engaged in for property.
    See the discussion on section 263A
uniform capitalization rules in the
instructions for your tax return before
completing Form 1125-A. Also see
Regulations sections 1.263A-1 through
1.263A-3. See Regulations section
1.263A-4 for rules for property produced in
a farming business.

Inventories
     Qualifying taxpayer. A qualifying
taxpayer is a taxpayer that, (a) for each
prior tax year ending after December 16,
1998, has average annual gross receipts of
$1 million or less for the 3 prior tax years
and (b) its business is not a tax shelter (as
defined in section 448(d)(3)). See Rev.
Proc. 2001-10, 2001-2 I.R.B. 272.

Generally, inventories are required at the
beginning and end of each tax year if the
production, purchase, or sale of
merchandise is an income-producing
factor. See Regulations section 1.471-1. If
inventories are required, you generally
must use an accrual method of accounting
for sales and purchases of inventory items.
Exception for certain taxpayers. If you
are a qualifying taxpayer or a qualifying
small business taxpayer (defined below),

    Qualifying small business taxpayer. A
qualifying small business taxpayer is a
taxpayer that, (a) for each prior tax year

For Paperwork Reduction Act Notice, see instructions. Form 1125-A (12-2011)
JSA

1X4012 3.000

1400014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

6,372,045.
6,372,045.

6,372,045.

X

X

See Statement 10
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OMB No. 1545-0895General Business Credit3800Form

 See separate instructions.
Depar tment of the Treasury
Internal Revenue Service (99)


Attachment
Sequence No. Attach to your tax return. 22

Name(s) shown on return Identifying number

Current Year Credit for Credits Not Allowed Against Tentative Minimum Tax (TMT)
 Part I (See instructions and complete Part(s) III before Parts I and II)

General business credit from line 2 of all Parts III with box A checked
Passive activity credits from line 2 of all Parts III with box B checked
Enter the applicable passive activity credits allowed for 2011 (see instructions)

1

3

4

5

6

1

2

3

4

5


2


Carryforward of general business credit to 2011. Enter the amount from line 2 of Part III with box
C checked. See instructions for schedule to attach 
Carryback of general business credit from 2012. Enter the amount from line 2 of Part III with box
D checked (see instructions) 

6 Add lines 1, 3, 4, and 5 
Allowable Credit Part II 

7 Regular tax before credits:

 Individuals. Enter the amount from Form 1040, line 44, or Form 1040NR, line 42  Corporations. Enter the amount from Form 1120, Schedule J, Part I, line 2; or the
applicable line of your return 7

8

9

10c

11

  Estates and trusts. Enter the sum of the amounts from Form 1041, Schedule G,
lines 1a and 1b; or the amount from the applicable line of your return 

Alternative minimum tax:8

 Individuals. Enter the amount from Form 6251,  line 35
Corporations. Enter the amount from Form 4626, line 14
Estates and trusts. Enter the amount from Schedule I (Form 1041), line 56


    

9 Add lines 7 and 8 
10a Foreign tax credit

Personal credits from Form 1040 or 1040NR  (see instructions)
Add lines 10a and 10b

10a

10b


b 
c 

11 Net income tax. Subtract line 10c from line 9. If zero, skip lines 12 through 15 and enter -0- on line 16a 
12 Net regular tax. Subtract line 10c from line 7. If zero or less, enter -0- 12

13

14

Enter 25% (.25) of the excess, if any, of line 12 over $25,000
(see instructions)

13


Tentative minimum tax:14  Individuals. Enter the amount from Form 6251,  line 33

Corporations. Enter the amount from Form 4626, line 12


   Estates and trusts. Enter the amount from Schedule I
(Form 1041), line 54 

15

16a

16b

16c

17a

17b

17c

Enter the greater of line 13 or line 1415 
16a Subtract line 15 from line 11. If zero or less, enter -0- 

b For a corporation electing to accelerate the research credit, enter the bonus depreciation
amount attributable to the research credit (see instructions) 

c Add lines 16a and 16b 
17a Enter the smaller o f line 6 or line 16c 

C corporations: See the line 17a instructions if there has been an ownership change,
acquisition, or reorganization.

b Enter the smaller of line 6 or line 16a. If you made an entry on line 16b, go to line 17c; otherwise,
skip line 17c (see instructions) 

c Subtract line 17b from line 17a. This is the refundable amount for a corporation electing to
accelerate the research credit. Include this amount on Form 1120, Schedule J, Part II, line 19c
(or the applicable line of your return) 

For Paperwork Reduction Act Notice, see separate instructions. Form 3800 (2011)
JSA

1X1800 2.000

1500014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

5,430.

6,182.

11,612.

KAW_R_AGDR1_NUM113_022013 
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Form 3800 (2011) Page 2
Allowable Credit (Continued) Part II 

Note. If you are not required to report any amounts on lines 22 or 24 below, skip lines 18 through 25 and enter -0- on line 26.

18

19

20

21

22

24

25

26

27

28

29

30

31

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

Multiply line 14 by 75% (.75) (see instructions) 
Enter the greater of line 13 or line 18 
Subtract line 19 from line 11. If zero or less, enter -0- 
Subtract line 17b from line 20. If zero or less, enter -0- 
Combine the amounts from line 3 of all Parts III with box A, C, or D checked 

23Passive activity credit from line 3 of all Parts III with box B checked 
Enter the applicable passive activity credit allowed for 2011 (see instructions) 
Add lines 22 and 24 
Empowerment zone and renewal community employment credit allowed. Enter the smaller of
line 21 or line 25 
Subtract line 13 from line 11. If zero or less, enter -0- 
Add lines 17b and 26
Subtract line 28 from line 27. If zero or less, enter -0- 
Enter the general business credit from line 5 of all Parts III with box A checked 
Enter the total eligible small business credit from line 6 of all Parts III with box E checked 
Passive activity credits from line 5 of all Parts III with box B checked
and line 6 of all Parts III with box F checked 32

33

34

35

36

37

33

34

35

36

Enter the applicable passive activity credits allowed for 2011 (see instructions) 
Carryforward of business credit to 2011. Enter the amount from line 5 of Part III with box C
checked and line 6 of Part III with box G checked. See instructions for schedule to attach 
Carryback of business credit from 2012. Enter the amount from line 5 of Part III with box D
checked and line 6 of Part III with box H checked (see instructions) 
Add lines 30, 31, 33, 34, and 35 

37 Enter the smaller o f line 29 or line 36 
38 Credit allowed for the current year. Add lines 28 and 37.

Report the amount from line 38 (if smaller than the sum of Part I, line 6, and Part II, lines 25 and
36, see instructions) as indicated below or on the applicable line of your return:

 Individuals. Form 1040, line 53, or Form 1040NR , line 50
Corporations. Form 1120, Schedule J, Part I, line 5c
Estates and trusts. Form 1041, Schedule G, line 2b

    
38

Form 3800 (2011)

JSA

1X1801 2.000

1600014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002
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Form 3800 (2011) Page 3
General Business Credits or Eligible Small Business Credits (see instructions) Part III 

Complete a separate Part III for each box checked below. (see instructions)
A

B

C

D

General Business Credit From a Non-Passive Activity
General Business Credit From a Passive Activity
General Business Credit Carryforwards
General Business Credit Carrybacks

E

F

G

H

Eligible Small Business Credit From a Non-Passive Activity
Eligible Small Business Credit From a Passive Activity
Eligible Small Business Credit Carryforwards
Eligible Small Business Credit Carrybacks

I If you are filing more than one Part III with box A, B, E, or F checked, complete and attach first an additional Part III combining
amounts from all Parts III with box A, B, E, or F checked. Check here if this is the consolidated Part III 

(a) Description of credit (b)
If claiming the credit
from a pass-through
entity, enter the EIN

(c)
Enter the appropriate

amount
Note: On any line where the credit is from more than one source, a separate Part III is
needed  for each pass-through entity.

1a

b

c

d

e

f

g

h

i

j

k

l

m

n

o

p

q

r

s

t

u

v

w

x

y

z

aa

bb

zz

a

b

c

d

e

f

g

h

i

j

z

Investment (Form 3468, Part II only) (attach Form 3468)
Reserved for future use

1a

1b

1c

1d

1e

1f

1g

1h

1i

1j

1k

1l

1m

1n

1o

1p

1q

1r

1s

1t

1u

1v

1w

1x

1y

1z

1aa

1bb

1zz




Increasing research activities (Form 6765) 
Low-income housing (Form 8586, Part I only) 
Disabled access (Form 8826) (do not enter more than $5,000 in column (c) of
Parts III with box A, B, E, or F checked, combined) 
Renewable electricity, refined coal, and Indian coal production (Form 8835)
Indian employment (Form 8845)
Orphan drug (Form 8820)
New markets (Form 8874)





Small employer pension plan startup costs (Form 8881) (do no t enter more than
$500 in column (c) of Parts III with box A, B, E, or F checked, combined)
Employer-provided child care facilities and services (Form 8882)
Biodiesel and renewable diesel fuels (attach Form 8864)




Low sulfur diesel fuel production (Form 8896) 
Distilled spirits (Form 8906)
Nonconventional source fuel (Form 8907)
Energy efficient home (Form 8908)
Energy efficient appliance (Form 8909)
Alternative motor vehicle (Form 8910)
Alternative fuel vehicle refueling property (Form 8911)
Reserved for future use
Mine rescue team training (Form 8923)












Agricultural chemicals security (Form 8931) (do not enter more than $2 million
in column (c) of Parts III with box A, B, E, or F checked, combined) 
Employer differential wage payments (Form 8932)
Carbon dioxide sequestration (Form 8933)
Qualified plug-in electric drive motor vehicle (Form 8936)
Qualified plug-in electric vehicle (Form 8834, Part I only)
New hire retention (Form 5884-B)
General credits from an electing large partnership (Schedule K-1 (Form 1065-B))
Other











2

3

4

5

6

Add lines 1a through 1zz and enter here
Enter the amount from Form 8844
Investment (Form 3468, Part III) (attach Form 3468)
Work opportunity (Form 5884)
Alcohol and cellulosic biofuel fuels (Form 6478)
Low-income housing (Form 8586, Part II)
Renewable electricity, refined coal, and Indian coal production (Form 8835)

2

3

4a

4b

4c

4d

4e

4f

4g

4h

4i

4j

4z

5

6











Employer social security and Medicare taxes paid on certain employee tips
(Form 8846) 
Qualified railroad track maintenance (Form 8900)
Small employer health insurance premiums (Form 8941)
Reserved for future use
Reserved for future use
Other
Add lines 4a through 4z and enter here
Add lines 2, 3, and 5










JSA Form 3800 (2011)1X1802 2.000

1700014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

5,430.

5,430.

5,430.

X

Kentucky-American Water Company 61-0485002
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Form 3800 (2011) Page 3
General Business Credits or Eligible Small Business Credits (see instructions) Part III 

Complete a separate Part III for each box checked below. (see instructions)
A

B

C

D

General Business Credit From a Non-Passive Activity
General Business Credit From a Passive Activity
General Business Credit Carryforwards
General Business Credit Carrybacks

E

F

G

H

Eligible Small Business Credit From a Non-Passive Activity
Eligible Small Business Credit From a Passive Activity
Eligible Small Business Credit Carryforwards
Eligible Small Business Credit Carrybacks

I If you are filing more than one Part III with box A, B, E, or F checked, complete and attach first an additional Part III combining
amounts from all Parts III with box A, B, E, or F checked. Check here if this is the consolidated Part III 

(a) Description of credit (b)
If claiming the credit
from a pass-through
entity, enter the EIN

(c)
Enter the appropriate

amount
Note: On any line where the credit is from more than one source, a separate Part III is
needed  for each pass-through entity.

1a

b

c

d

e

f

g

h

i

j

k

l

m

n

o

p

q

r

s

t

u

v

w

x

y

z

aa

bb

zz

a

b

c

d

e

f

g

h

i

j

z

Investment (Form 3468, Part II only) (attach Form 3468)
Reserved for future use

1a

1b

1c

1d

1e

1f

1g

1h

1i

1j

1k

1l

1m

1n

1o

1p

1q

1r

1s

1t

1u

1v

1w

1x

1y

1z

1aa

1bb

1zz




Increasing research activities (Form 6765) 
Low-income housing (Form 8586, Part I only) 
Disabled access (Form 8826) (do not enter more than $5,000 in column (c) of
Parts III with box A, B, E, or F checked, combined) 
Renewable electricity, refined coal, and Indian coal production (Form 8835)
Indian employment (Form 8845)
Orphan drug (Form 8820)
New markets (Form 8874)





Small employer pension plan startup costs (Form 8881) (do no t enter more than
$500 in column (c) of Parts III with box A, B, E, or F checked, combined)
Employer-provided child care facilities and services (Form 8882)
Biodiesel and renewable diesel fuels (attach Form 8864)




Low sulfur diesel fuel production (Form 8896) 
Distilled spirits (Form 8906)
Nonconventional source fuel (Form 8907)
Energy efficient home (Form 8908)
Energy efficient appliance (Form 8909)
Alternative motor vehicle (Form 8910)
Alternative fuel vehicle refueling property (Form 8911)
Reserved for future use
Mine rescue team training (Form 8923)












Agricultural chemicals security (Form 8931) (do not enter more than $2 million
in column (c) of Parts III with box A, B, E, or F checked, combined) 
Employer differential wage payments (Form 8932)
Carbon dioxide sequestration (Form 8933)
Qualified plug-in electric drive motor vehicle (Form 8936)
Qualified plug-in electric vehicle (Form 8834, Part I only)
New hire retention (Form 5884-B)
General credits from an electing large partnership (Schedule K-1 (Form 1065-B))
Other











2

3

4

5

6

Add lines 1a through 1zz and enter here
Enter the amount from Form 8844
Investment (Form 3468, Part III) (attach Form 3468)
Work opportunity (Form 5884)
Alcohol and cellulosic biofuel fuels (Form 6478)
Low-income housing (Form 8586, Part II)
Renewable electricity, refined coal, and Indian coal production (Form 8835)

2

3

4a

4b

4c

4d

4e

4f

4g

4h

4i

4j

4z

5

6











Employer social security and Medicare taxes paid on certain employee tips
(Form 8846) 
Qualified railroad track maintenance (Form 8900)
Small employer health insurance premiums (Form 8941)
Reserved for future use
Reserved for future use
Other
Add lines 4a through 4z and enter here
Add lines 2, 3, and 5










JSA Form 3800 (2011)1X1802 2.000

1800014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

X

6,182.

6,182.

6,182.

Stmt 11
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Schedule M-3 (Form 1120) 2011 Page 2
Name of corporation (common parent, if consolidated return) Employer identification number

Check applicable box(es): (1) Consolidated group (2) Parent corp (3) Consolidated el iminations (4) Subsidiary corp (5) Mixed 1120/L/PC group

Check if a sub-consolidated: (6) 1120 group (7) 1120 el iminations
Name of subsidiary (if consolidated return) Employer identification number

Reconciliation of Net Income (Loss) per Income Statement of Includible Corporations With Taxable
Income per Return  (see instructions) 

 Part II 

(a)

Income (Loss) per
Income Statement

(d)

Income (Loss)
per Tax Return

(c)

Permanent
Difference

(b)

Temporary
Difference

Income (Loss) Items
(Attach schedules for lines 1 through 11)

1 Income (loss) from equity method foreign
corporations 

2 Gross foreign dividends not previously taxed

3 Subpart F, QEF, and similar income inclusions

4 Section 78 gross-up 
5 Gross foreign distributions previously taxed
6 Income (loss) from equity method U.S.

corporations 
7 U.S. d ividends not eliminated in tax

consolidation 
8 Minority interest for includible corporations
9 Income (loss) from U.S. partnerships 

10 Income (loss) from foreign partnerships 
11 Income (loss) from other pass-through entities

12 Items relating to reportable transactions

(attach details) 
13

14

15

16

Interest income (attach Form 8916-A)

Total  accrual to cash adjustment

Hedging transactions

Mark-to-market income (loss)







( ) ( )17

18

19

20

Cost o f goods sold (attach Form 8916-A)

Sale versus lease (for sellers and/or lessors)


Section 481(a) adjustments 
Unearned/deferred revenue 

21 Income recognition from long-term contracts

22 Original issue discount and other imputed interest 
a23 Income statement gain/loss on sale,

exchange, abandonment, worthlessness, or
oth er disposition of assets oth er than
inventory and pass-through entities

b Gross capital gains from Schedule D,
excluding amounts from pass-through entities

c Gross capital losses from Schedule D,
excluding amounts from pass-through entities,
abandonment losses, and worthless stock
losses 

d Net gain/loss repor ted on Form 4797, line
17, excluding amounts from pass-through
entities, abandonment losses, and worthless
stock losses 

e Abandonment losses 
f Worthless stock losses (attach details)
g Oth er gain/loss on disposition of assets other

than inventory 
24 Capi tal  l oss l imitation and carryforward used
25 Other income (loss) items with differences

(attach schedule) 
Total income (loss) items. Combine lines 126
th rough 25 

27 Total expense/deduction items (f rom Part

III, line 38)
28 Oth er items with no differences 

Mixed groups, see instructions. All others,
combine lines 26 th rough 28

29a 
b PC insurance subgroup reconciliation totals

Life insurance subgroup reconciliation totalsc

30 Reconciliation totals. Combine lines 29a 
th rough 29c 
Note.  Line 30, column (a), must equal the amount on Part I, line 11, and column (d) must equal Form 1120, page 1, line 28.

JSA Schedule M-3 (Form 1120) 2011

1C2731 2.000

1900014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002
X

412,439. -397,397. 15,042.

-112,462.6,259,583. 6,372,045.

-151,863. -151,863.

34,603,859. 34,603,859.

21,068,039. 254,183. 21,322,222.

-31,662,695. -5,056,415. -8,847,944. -45,567,054.

15,220,895. -407,539. 14,813,356.

18,162,059. -5,463,954. -8,847,944. 3,850,161.

18,162,059. -5,463,954. -8,847,944. 3,850,161.

Stmt 12

Stmt 13

KAW_R_AGDR1_NUM113_022013 
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Schedule M-3 (Form 1120) 2011 Page 3
Name of corporation (common parent, if consolidated return) Employer identification number

Check applicable box(es):

Check if a sub-consolidated:

(1) Consolidated group (2) Parent corp (3) Consolidated eliminations (4) Subsidiary corp (5) Mixed 1120/L/PC group

(6) 1120 group (7) 1120 eliminations
Name of subsidiary (if consolidated return) Employer identification number

Reconciliation of Net Income (Loss) per Income Statement of Includible Corporations With Taxable
Income per Return - Expense/Deduction Items (see instructions)

 Part III 

Expense/Deduction Items (a)

Expense per
Income Statement

(b)

Temporary
Difference

(c)

Permanent
Difference

(d)

Deduction per
Tax Return

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

U.S. current income tax expense

U.S. deferred income tax expense

State and local current income tax expense

State and local deferred income tax expense

Foreign current income tax expense (other

than foreign withholding taxes)

Foreign deferred income tax expense

Foreign withholding taxes

Interest expense (attach Form 8916-A)

Stock option expense

Oth er equity-based compensation

Meals an d entertainment

Fines and penalties

Judgments, damages, awards, and similar costs

Parachute payments

Compen sation with  section 162(m) limitation

Pension and profit-sharing

Oth er post -retirement benefits

Deferred compensation

Charitab le contribution of cash and tangible

property

Charitab le contr ibution of intangible property

Charitable contribution limitation/carryforward

Domestic pr oduction activities deduction

Current year acquisition or reorganization

investment banking fees

Current year acquisition or reorganization

legal and accounting fees

Current year acquisition/reorganization other costs

Amortization/impai rment of  goodwill

Amortization of  acquisition, reorganization,

and start-up costs

Oth er amortization or impairment write-offs

Section 198 en vironmental remediation costs

Deple tion

Depr eciation

Bad debt expense

Corporate owned life insurance premiums

Purchase versus lease (for purchasers and/or

lessees)

Research and development costs

Section 118 exclusion (attach schedule)






































Oth er expen se/deduction items with
differences (attach schedule) 

38 Total expense/deduction items. Combine
lines 1  through 37. Enter here and on Part II, line
27, reporting positive amounts as negative and
negative amounts as positive 

Schedule M-3 (Form 1120) 2011

JSA

1C2732 2.000

2000014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002
X

16,015,453. -16,015,453.
-11,821,835. 11,821,835.

-356,430. -356,430.
1,127,289. -1,127,289.

10,933,181. -381,150. 10,552,031.
79,122. -63,785. 15,337.

45,431. -22,716. 22,715.
32. -32.

10,691. 10,691.

923,432. 2,250,262. 3,173,694.
644,645. 644,645.

205,876. 13,514,468. 13,720,344.

294,132. -110,343. 183,789.

8,915,111. 1,998,640. 10,913,751.
614,166. -148,568. 465,598.

19,096. 19,096.

4,013,303. 2,257,498. -69,008. 6,201,793.

31,662,695. 5,056,415. 8,847,944. 45,567,054.

Stmt 14

Stmt 14

KAW_R_AGDR1_NUM113_022013 
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OMB No. 1545-0172Depreciation and Amortization4562Form
(Including Information on Listed Property) 

Depar tment of the Treasury
Internal Revenue Service

Attachment See separate instructions. Attach to your tax return.(99) Sequence No. 179
Name(s) shown on return Identifying number

Business or activity to which this form relates

Election To Expense Certain Property Under Section 179
Note: If you have any listed property, complete Part V before you complete Part I.

 Part I 

1 Maximum amount (see instructions) 1
2 Total cost of section 179 property placed in service (see instructions) 2
3 Threshold cost of section 179 property before reduction in limitation (see instructions) 3
4 Reduction in limitation. Subtract line 3 from line 2. If zero or less, enter -0- 4
5 Dol lar limitation for tax year. Subtract line 4 from line 1. If zero or less, enter -0-. If married filing

separately, see instructions 5
(c) Elected cost(a) Description of property (b) Cost (business use only)6

7 Listed property. Enter the amount from line 29 7
8 Total elected cost of section 179 property. Add amounts in column (c), lines 6 and 7 8
9 Tentative deduction. Enter the smaller of line 5 or line 8 9

10 Carryover of disallowed deduction from line 13 of your 2010 Form 4562 10
11 Business income limitation. Enter the smaller of business income (not less than zero) or line 5 (see instructions) 11

12 Section 179 expense deduction. Add lines 9 and 10, but do not enter more than line 11 12
13 Carryover of disallowed deduction to 2012. Add lines 9 and 10, less line 12 13

Note: Do not use Part II or Part III below for listed property. Instead, use Part V.

Special Depreciation Allowance and Other Depreciation (Do not include listed property.) (See instructions.) Part II 

14 Special depreciation allowance for qualified property (other than listed property) placed in service
during the tax year (see instructions) 14

15

16


15

16

Property subject to section 168(f)(1) election
Other depreciation (including ACRS)


MACRS Depreciation (Do not include listed property.) (See instructions.) Part III 

Section A

1717

18

MACRS deductions for assets placed in service in tax years beginning before 2011 
If you are electing to group any assets placed in service during the tax year into one or more general
asset accounts, check here 

Section B - Assets Placed in Service During 2011 Tax Year Using the General Depreciation System
(b) Month and year (c) Basis for depreciation (d) Recovery

placed in (business/investment use (e) Convention (f) Method (g) Depreciation deduction(a) Classification of property periodservice only - see instructions)
19a 3-year property

b 5-year property
c 7-year property
d 10-year property
e 15-year property
f 20-year property
g 25-year property 25 yrs. S/L

27.5 yrs. M M S/Lh Residential rental
27.5 yrs. M M S/Lproperty
39 yrs. M M S/Li Nonresidential real

M M S/Lproperty

Section C - Assets Placed in Service During 2011 Tax Year Using the Alternative Depreciation System

20a Class life S/L
b 12-year 12 yrs. S/L
c 40-year 40 yrs. M M S/L

Summary (See instructions.) Part IV 
21 21Listed property. Enter amount from line 28 
22 Total. Add amounts from line 12, lines 14 through 17, lines 19 and 20 in column (g), and line 21. Enter here

and on the appropriate lines of your return. Partnerships and S corporations - see instructions 22
23 For assets shown above and placed in service during the current year, enter the

portion of the basis attributable to section 263A costs 23
JSA For Paperwork Reduction Act Notice, see separate instructions. Form 4562 (2011)
1X2300 2.000

2100014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

General Depreciation and Amortization

5,250. 3.000 MM S/L 1,002.
760,767. 5.000 HY 200 DB 152,154.
14,526. 7.000 HY 200 DB 2,075.

11,228,604. S/L 179,127.

3,633,930. 72,442.

10,261,416.

245,535.

10,913,751.

KAW_R_AGDR1_NUM113_022013 
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Form 4562 (2011) Page 2
Listed Property (Include automobiles, certain other vehicles, certain computers, and property used for
entertainment, recreation, or amusement.)

 Part V 

Note: For any vehicle for which you are using the standard mileage rate or deducting lease expense, complete only 24a,
24b, columns (a) through (c) of Section A, all of Section B, and Section C if applicable.

Section A - Depreciation and Other Information (Caution: See the instructions for limits for passenger automobiles.)

24a Do you have evidence to support the business/investment use claimed? Yes No 24b If "Yes," is the evidence written? Yes No

(e)(c)(a) (b) (f) (g) (h) (i)
(d) Basis for depreciationBusiness/ Elected sectionType of property (list Date placed

in service
Recovery Method/ DepreciationCost or other basisinvestment use (business/investment 179 costvehicles first) period Convention deductionuse only)percentage

25 Special depreciation allowance for qualified listed property placed in service during the tax
year and used more than 50% in a qualified business use (see instructions)  25

26 Property used more than 50% in a qualified business use:
%
%
%

27 Property used 50% or less in a qualified business use:
% S/L -
% S/L -
% S/L -

2828 Add amounts in column (h), lines 25 through 27. Enter here and on line 21, page 1 
29 Add amounts in column (i), line 26. Enter here and on line 7, page 1 29

Section B - Information on Use of Vehicles
Complete this section for vehicles used by a sole proprietor, partner, or other "more than 5% owner," or related person. If you provided vehicles to your
employees, first answer the questions in Section C to see if you meet an exception to completing this section for those vehicles.

(a) (b) (c) (d) (e) (f)
Vehicle 1 Vehicle 2 Vehicle 3 Vehicle 4 Vehicle 5 Vehicle 6

3 0 Total business/investment miles driven during
the year (do not include commuting miles) 

3 1 Total commuting miles driven during the year 
3 2 Total other personal (noncommuting) miles

driven 
3 3 Total miles driven during the year. Add lines

30 through 32 
Yes No Yes No Yes No Yes No Yes No Yes No3 4 Was the vehicle available for personal use

during off-duty hours? 
3 5 Was the vehicle used primarily by a more

than 5% owner or related person?
3 6 Is another vehicle available for personal

use? 
Section C - Questions for Employers Who Provide Vehicles for Use by Their Employees

Answer these questions to determine if you meet an exception to completing Section B for vehicles used by employees who are not
more than 5% owners or related persons (see instructions).

Yes No3 7 Do you maintain a written policy statement that prohibits all personal use of vehicles, including commuting, by
your employees? 

3 8 Do you maintain a written policy statement that prohibits personal use of vehicles, except commuting, by your employees?
See the instructions for vehicles used by corporate officers, directors, or 1% or more owners 

3 9 Do you treat all use of vehicles by employees as personal use? 
4 0 Do you provide more than five vehicles to your employees, obtain information from your employees about the

use of the vehicles, and retain the information received? 
4 1 Do you meet the requirements concerning qualified automobile demonstration use? (See instructions.)

Note: If your answer to 37, 38, 39, 40, or 41 is "Yes," do not complete Section B for the covered vehicles.


Amortization Part VI 
(e)

(b) (f)(c)(a) (d) AmortizationDate amortizationDescription of costs period orAmortizable amount Code section Amortization for this yearbegins percentage

4 2 Amortization of costs that begins during your 2011 tax year (see instructions):

4 3 Amortization of costs that began before your 2011 tax year 4 3
4 4 Total. Add amounts in column (f ). See the instructions for where to report 4 4

Form 4562 (2011)JSA

1X2310 2.000

2200014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

61-0485002Kentucky-American Water Company

183,789.
183,789.

KAW_R_AGDR1_NUM113_022013 
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OMB No. 1545-0619Credit for Increasing Research Activities6765Form

 Attach to your tax return. 
Depar tment of the Treasury Attachment
Internal Revenue Service Sequence No. 81
Name(s) shown on return Identifying number

Section A - Regular Credit. Skip th is section and go to Section B if you are e lecting or  previously elected (and are no t revoking) the
alternative simplified credit.

1

4

Certain amounts paid or incurred to energy consortia (see instructions)
Basic research payments to qualified organizations (see instructions)
Qualified organization base period amount

1

2

3

4

5


2

3

5

6

7

8

9

10

11

12

13

14




Subtract line 3 from line 2. If zero or less, enter -0- 
Wages for qualified services (do not include wages used in
figuring the work opportunity credit)
Cost of supplies
Rental or lease costs of computers (see instructions)

6

7

8

9

10

11

12

13

14

15

16

17




Enter the applicable percentage of contract research expenses
(see instructions) 
Total qualified research expenses. Add lines 5 through 8
Enter fixed-base percentage, but not more than 16% (see instructions)
Enter average annual gross receipts (see instructions)
Multi ply line 11 by the percentage on line 10
Subtract line 12 from line 9. If zero or less, enter -0-
Multiply line 9 by 50% (.50)
Enter the smaller o f line 13 or line 14
Add lines 1, 4, and 15
Are you electing the reduced credit under section 280C?


%






15

16


 Yes No
If "Yes," multiply line 16 by 13% (.13). If "No," multiply line 16 by 20% (.20) and see the
instructions for the schedule that must be attached. Members of controlled groups or businesses
under common control: see instructions for the schedule that must be attached 17

Section B - Alternative Simplified Credit. Skip this section if you are completing Section A.

18

21

22

23

32

18

19

20

21

22

23

Certain amounts paid or incurred to energy consortia (see the line 1 instructions) 
Basic research payments to qualified organizations (see the line
2 instructions) 19

20


Qualified organization base period amount (see the line 3 instructions)
Subtract line 20 from line 19. If zero or less, enter -0-
Add lines 18 and 21
Multi ply line 22 by 20% (.20)





24

25

26

27

28

29

30

31

Wages for qualified services (do not include wages used in
figuring the work opportunity credit) 24

25

26

27

28

29

30

31


Cost of supplies
Rental or lease costs of computers (see the line 7 instructions)




Enter the applicable percentage of contract research expenses
(see the line 8 instructions)
Total qualified research expenses. Add lines 24 through 27 
Enter your total qualified research expenses for the prior 3 tax
years. If you had no qualified research expenses in any one of
those years, skip lines 30 and 31 
Divide line 29 by 6.0
Subtract line 30 from line 28. If zero or less, enter -0-




Multiply line 31 by 14% (.14). If you skipped lines 30 and 31, multiply line 28 by 6% (.06)32 
For Paperwork Reduction Act Notice, see instructions. Form 6765 (2011)

JSA

1X5100 2.000

2300014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002

Kentucky-American Water Company 61-0485002

49,806.
50,721.

100,527.

245,154.
40,859.
59,668.

8,354.

KAW_R_AGDR1_NUM113_022013 
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Form 6765 (2011) Page 2

Section B - Alternative Simplified Credit (continued)

33

34

33

34

35

36

37

38

39

40

Add lines 23 and 32 
Are you electing the reduced credit under section 280C?        Yes No

If "Yes," multiply line 33 by 65% (.65). If "No," enter the amount from line 33 and see the line 17
instructions for the schedule that must be attached. Members of controlled groups or businesses
under common control: see instructions for the schedule that must be attached 

Section C - Summary

Enter the portion of the credit from Form 8932, line 2, that is attributable to wages that were also
used to figure the credit on line 17 or line 34 (whichever applies)
Subtract line 35 from line 17 or line 34 (whichever applies). If zero or less, enter -0-
Credit for increasing research activities from partnerships, S corporations, estates, and trusts

35

36

37

38

39

40





Add lines 36 and 37. Estates and trusts go to line 39. Partnerships and S corporations, stop here
and report this amount on Schedule K. All others, stop here and report th is amount on line 1c of
Form 3800 
Amount allocated to beneficiaries of the estate or trust (see instructions)
Estates and trusts, subtract line 39 from line 38. Report the amount on line 1c of Form 3800


    See section 41 and Regulations sections
1.41-2 and 1.41-4 for other definitions and
special rules.

Note. Corporations filing an amended
return to claim a credit or refund of the
research credit, see Notice 2008-39, I.R.B.
2008-13 684, available at
http://www.irs.gov/irb/2008-13_IRB/
index.html for information on where to file.

General Instructions
Section references are to the Internal
Revenue Code unless otherwise noted.


Special Rules

What's New
See section 41(f) and Regulations sections
1.41-6 and 1.41-7 for special rules related
to:

The IRS has created a page on IRS.gov


Qualified Researchfor information about Form 6765 and its

instructions at www.irs.gov/form6765.
Information about any future developments
affecting Form 6765 (such as legislation
enacted after we release it) will be posted
on that page.

The research credit is generally allowed for
expenses paid or incurred for qualified
research. Qualified research means
research for which expenses may be
treated as section 174 expenses. This
research must be undertaken for
discovering information that is
technological in nature, and its application
must be intended for use in developing a
new or improved business component of
the taxpayer. In addition, substantially all of
the activities of the research must be
elements of a process of experimentation
relating to a new or improved function,
performance, reliability, or quality. The
research credit generally is not allowed for
the following types of activities.

Aggregation of expenses for members of
controlled groups and businesses under
common control;




Allocation of the credit by partnerships,


estates, and trusts;The credit for increasing research

Adjustments, if a major portion of aactivities is scheduled to expire for
research expenses paid or incurred after
2011. Do not include research expenses
paid or incurred after 2011 on this form
unless these credits are extended. If they
are extended,  the change will be
highlighted under Highlights of Recent Tax
Changes at www.irs.gov/formspubs and at
www.irs.gov/form6765.


business is acquired or disposed of; and

Short tax years.
   For special rules concerning the
allocation and apportionment of research
and experimental expenses between U.S.
and foreign source income, see sections
861 th rough 864.




Member of Controlled Group or
Business Under Common Control

If you are claiming the reduced credit
under section 280C, you must use Form
6765 to clearly indicate an intent to make
the election.

Research conducted after the beginning


For purposes of figuring the credit, all
members of a controlled group of
corporations (as defined in section 41(f)(1)
(A) and (f)(5)) and all members of a group of
businesses under common control (as
defined in section 41(f)(1)(B)), are treated as
a single taxpayer. Use Section A or B to
figure the credit for the entire group, but
enter only your share of the credit on line
17 or line 34, whichever applies. Attach a
statement showing how your share of the
credit was figured, the name and employer
identification number or taxpayer
identification number of the other members
of the group, and the designated member.
Write "See Attached" next to the entry
space for line 17 or line 34.

of commercial production.
Research adapting an existing product or


Purpose of Form process to a particular customer's need.
Use Form 6765 to figure and claim the
credit for increasing research activities or
to elect the reduced credit under section
280C. 

Duplication of an existing product or
process.


Surveys or studies.
Research relating to certain internal-use


Who Must File computer software.
An individual, estate, trust, organization, or
corporation claiming a credit for increasing
research activities; or any S corporation,
partnership, estate, or trust that allocates
the credit to its shareholders, partners, or
beneficiaries must complete this form and
attach it to its income tax return. If you are
a taxpayer that is not a partnership or S
corporation, and your only source of this
credit is from a partnership, S corporation,
estate, or trust, you are not required to
complete or file this form, with the following
exception: you are a taxpayer that is an
estate or trust and the credit can be
allocated to beneficiaries. For more details,
see the Instructions for Form 1041,
Schedule K-1, box 13.

Research conducted outside the United


States, Puerto Rico, or a U.S. possession.

Research in the social sciences, arts, or


humanities.

Research funded by another person (or
governmental entity).

If you incur qualified clinical testing    If a member of a controlled group of
corporations or businesses under common
control has filed its return using a method
different from that of the designated
member, then that member should file an
amended return to conform to the
designated member's method.

expenses relating to drugs for certain rare
diseases, you can elect to claim the orphan
drug credit for these expenses instead of
the research credit. See Form 8820,
Orphan Drug Credit.

Form 6765 (2011)
JSA

1X5110 2.000
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Kentucky-American Water Company 61-0485002

5,430.

8,354.
X

5,430.

5,430.
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OMB No. 1545-2061Supplemental Attachment to Schedule M-3
Form 8916-A
Department of the Treasury
Internal Revenue Service  Attach to Schedule M-3 for Form 1065, 1120, 1120-L, 1120-PC, or 1120S. 
Name of common parent Employer identification number

Name of subsidiary Employer identification number

Cost of Goods Sold Part I 

(a)
Expense per

Income Statement

(b)
Temporary
Difference

(c)
Permanent
Difference

(d)
Deduction per Tax

Return
Cost of Goods Sold Items

1

2

Amounts attributable to cost
flow assumptions

Amounts attributable to:

Stock option expense
Other equity based
compensation

Meals and entertainment

Parachute payments
Compensation with section
162(m) limitation

Pension and profit sharing

Other post-retirement benefits

Deferred compensation
Section 198 environmental
remediation costs

Amortization

Depletion

Depreciation
Corporate owned life insurance
premiums

Other section 263A costs

Inventory shrinkage accruals
Excess inventory and
obsolescence reserves
Lower of cost or market write-
downs
Other items with differences
(attach schedule)

Other items with no differences



a

b

c

d

e

f

g

h

i

j

k

l

m

n
















3

4

5

6

7







8 Total cost of goods sold. Add
lines 1 through 7, in columns
a, b, c, and d 

For Paperwork Reduction Act Notice, see page 4. Form 8916-A (2011)

JSA

1X9035 3.000
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6,259,583. 112,462. 6,372,045.

6,259,583. 112,462. 6,372,045.

Stmt 15

KAW_R_AGDR1_NUM113_022013 
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Form 8916-A (2011) Page 2

Interest Income Part II 

(a)
Income (Loss) per Income

Statement

(b)
Temporary
Difference

(c)
Permanent
Difference

(d)
Income (Loss) per

Tax Return
Interest Income Item

1

2

Tax-exempt interest
income
Interest income from hybrid
securities

3 Sale/lease interest income

4

4

a

b

a

b

Intercompany interest
income - From outside tax
affiliated group
Intercompany interest
income - From tax
affiliated group

5 Other interest income

6

1

2

3

3

Total interest income. Add
lines 1 through 5. Enter total
on Schedule M-3 (Forms
1120, 1120-PC, and 1120-L),
Part II, line 13 or Schedule
M-3 (Forms 1065 and 1120S)
Part II, line 11.

Interest Expense Part III 

(a)
Expense per Income

Statement

(b)
Temporary
Difference

(c)
Permanent
Difference

(d)
Deduction per Tax ReturnInterest Expense Item

Interest expense from
hybrid securities
Lease/purchase interest
expense
Intercompany interest
expense - Paid to outside
tax affiliated group
Intercompany interest
expense - Paid to tax
affiliated group

Other interest expense4

5 Total interest expense. Add
lines 1 through 4. Enter total
on Schedule M-3 (Form
1120) Part III, line 8;
Schedule M-3 (Forms 1120-
PC and 1120-L), Part III, line
36; Schedule M-3 (Form
1065) Part III, line 27; or
Schedule M-3 (Form 1120S)
Part III, line 26.

Form 8916-A (2011)

JSA
1X9036 3.000

26

Kentucky-American Water Company 61-0485002

Kentucky-American Water Company

412,439. -397,397. 15,042.

412,439. -397,397. 15,042.

9,033,028. 9,033,028.

1,900,153. -381,150. 1,519,003.

10,933,181. -381,150. 10,552,031.

Stmt 16

Stmt 17

KAW_R_AGDR1_NUM113_022013 
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==============================================================================

Statement

Form 1120, Page 1 Detail

1

Line 5 - Interest income
------------------------
Interest Income 15,042.

Total 15,042.
---------------

===============

Line 10 - Other income
----------------------
Other Income 252,215.

Total 252,215.
---------------

===============

KAW_R_AGDR1_NUM113_022013 
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Kentucky-American Water Company 61-0485002

==============================================================================

Statement

Form 1120, Page 1 Detail

2

Line 17 - Tax Summary
---------------------
Taxes (excluding income taxes) 5,102,209.
Other state and local taxes -356,430.

Total 4,745,779.
---------------

===============

Line 17 - Taxes and licenses
----------------------------
Gross Receipts Tax 11,141.
Miscellaneous Fees 105,719.
Payroll Taxes 552,708.
Property Taxes 4,417,195.
Miscellaneous Taxes 15,446.
Current State Income Tax -356,430.

Total 4,745,779.
---------------

===============

KAW_R_AGDR1_NUM113_022013 
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Kentucky-American Water Company 61-0485002

==============================================================================

Statement

Form 1120, Page 1 Detail

3

Line 19 - Current year contributions
------------------------------------
Current Year Contributions 13,720,344.

Total 13,720,344.
---------------

===============

Line 26 - Other deductions
--------------------------
Amortization 183,789.
Travel, meals and entertainment 22,715.
Abandonment Losses 151,863.
Bank Fees 191,661.
Contract Services 1,101,984.
Credit Line Fees 36,888.
Director Expenses 37,253.
Dues & Memberships 73,438.
General Office Expense 4,196.
Management Fees 7,751,266.
R & D Expense 19,096.
Security Services 136.
Shipping & Postage 637,354.
Software Licenses & Support 29,863.
Supplies 1,308,594.
Telephone & Related Exp. 245,597.
Transportation 477,596.
Utilities 180,424.
Other Miscellaneous Expense 1,472,008.
Insurance Other Than Group 609,869.
Regulatory Expenses 265,882.
Maintenance Expense 972,191.

Total 15,773,663.
---------------

===============

KAW_R_AGDR1_NUM113_022013 
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Kentucky-American Water Company 61-0485002

==============================================================================

Statement

Form 1120, Page 5 Detail

Beginning
---------------

Ending
---------------

4

Other current assets
--------------------

Sch L, Line 6 -

Other Receivables 729,557. 330,688.
Materials & Supplies 747,354. 691,214.
Unbilled Revenue 4,412,023. 3,893,019.
Other Current Assets 134,201. 137,568.
Intercompany Receivable 2,448. 6,565.

Total 6,025,583.
---------------

===============
5,059,054.

---------------

===============

Sch L, Line 14 - Other assets
-----------------------------
Constr. Work in Progress NONE 10,176,232.
Regulatory Asset NONE 11,783,388.
Other NonCurrent Assets NONE 52,205.

Total 11,898,556.
---------------

===============
22,011,825.

---------------

===============

Other current liabilities
-------------------------

Sch L, Line 18 -

Accrued Federal Income Tax NONE NONE
Accrued State Taxes NONE NONE
Accrued Interest 3,100,000. 1,925,961.
Accrued Liabilities 1,867,573. NONE
Accrued Taxes NONE -25,699,915.
Accrued Vacation Pay -30,219,933. NONE
Other Current Liabilities NONE 3,679,721.

Total -20,105,081.
---------------

===============
-20,094,233.

---------------

===============

Sch L, Line 21 - Other liabilities
----------------------------------
Accrued Pension 728,660. -1,332,439.
Accrued Post Retirement Benefits 503,657. 552,217.
Advances for Construction 12,774,225. 12,675,126.
Contr. in Aid of Constr. 48,525,146. 49,638,348.
Deferred Taxes 89,036,961. 80,428,126.
Deferred Tax Credits 963,420. 878,623.
Regulatory Liability 12,862,202. 13,758,363.

Continued on next page
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Kentucky-American Water Company 61-0485002

==============================================================================

Statement

Form 1120, Page 5 Detail

Beginning
---------------

Ending
---------------

5

Sch L, Line 21 - Other liabilities (Cont'd)
-------------------------------------------
Other NonCurrent Liabilities 1,954,142. 1,730,696.

Total 167,348,413.
---------------

===============
158,329,060.

---------------

===============
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Kentucky-American Water Company 61-0485002

==============================================================================

Statement

Form 1120, Page 5 Detail

6

Sch M-1, Line 4 - Income subject to tax not recorded on books
-------------------------------------------------------------
Taxable Contributions 149,616.
scrap sales 104,567.

Total 254,183.
---------------

===============

Sch M-1, Line 5 - Expenses recorded on books not deducted on return
-------------------------------------------------------------------
State taxes 1,127,289.
Bad debts 148,568.
FAS 123 (r) STOCK OPTIONS 63,785.
Amortization of Regulatory Asset 138,523.
Cost of Service Study 6,737.
Depreciation Study 7,407.
Div-Dec PS-Out w Mandatory Redemption 381,150.
Lobbying Expenses 68,400.
Miscellaneous Deferred Debits 57,080.
Net Negative Salvage 1,148,640.
NonDeductible Dues 608.
NonDeductible Penalties 32.
Rate Case Expense 174,225.
Vacation Pay 348.

Total 3,322,792.
---------------

===============

Sch M-1, Line 8 - Deductions on return not recorded on books
------------------------------------------------------------
Amortization 85,260.
Abandonment Loss 151,863.
AFUDC 397,397.
Accrued Incentive 13,086.
Amortization of Advances and Contributions 1,389,647.
Deferred Maintenance 450,579.
Miscellaneous Deferred Credits 246,389.
NonDeductible Donations 13,514,468.
Pavement Repairs 19,138.
Pension 2,250,262.
Waste Disposal 119,869.
Repairs 2,858,256.

Total 21,496,214.
---------------

===============
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==============================================================================

Statement

Form 4626 Detail

7

Line 2o - Contributions Adjustment
----------------------------------
Regular Contributions 13,720,344.
AMT Contributions 13,720,344.

Contribution adjustment NONE
---------------

===============

KAW_R_AGDR1_NUM113_022013 
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34

Kentucky-American Water Company 61-0485002

00014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002 Statement

Form 4626 Detail

============================================================================================================================

8

Line 4d - ACE Adjustment
------------------------

2002

--------------

2003

--------------

2004

--------------

2005

--------------

2006

--------------

2007

--------------

ACE ................

AMTI ...............

ACE over AMTI ......

AMTI over ACE ......

75% ACE preference .

75% ACE reduction ..

Carryover created ..

Prior yr carryover

(Reduction allowed)

Carryover used

(Reduction claimed)

Carryover remaining

2,341,290. 7,318,048.

2,732,591. 7,802,331.

-391,301. -484,283.

-293,476. -363,212.
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Kentucky-American Water Company 61-0485002

00014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002 Statement

Form 4626 Detail

============================================================================================================================

9

Line 4d - ACE Adjustment
------------------------

2008

--------------

2009

--------------

2010

--------------

2011

--------------

ACE ................

AMTI ...............

ACE over AMTI ......

AMTI over ACE ......

75% ACE preference .

75% ACE reduction ..

Carryover created ..

Prior yr carryover

(Reduction allowed)

Carryover used

(Reduction claimed)

Carryover remaining

-5,416,658. 9,953,464. -745,926.

-4,814,598. 10,421,726. -278,217.

-602,060. -468,262. -467,709.

-451,545. -351,197. -350,782.

4,147,586.

4,600,204.

-452,618.

-339,464.
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==============================================================================

Statement

Form 1125-A Detail

10

Line 5 - Other costs
--------------------
Chemicals 1,900,698.
Fuel & Power 3,716,910.
Purchased Water 239,796.
Regulatory expenses 6,737.
Waste Disposal 421,621.
Other COGS Expense 86,283.

Total 6,372,045.
---------------

===============
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==============================================================================

Statement 11

Form 3800 Detail

Line 1c - Carryforward of Credit for Increasing Research
--------------------------------------------------------

Tax Year Available Utilized Carryforward
---------- --------------- --------------- ---------------
12/31/2008 1,363. 1,363.
12/31/2010 4,819. 4,819.
12/31/2011 5,430. 5,430.

Totals 11,612.
---------------

===============

---------------

===============
11,612.

---------------

===============

Total carried forward from prior years 6,182.
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Kentucky-American Water Company 61-0485002

==============================================================================================================================

00014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002 Statement

Schedule M-3, Part II Detail

12

Line 25 - Other income (loss) items with differences

----------------------------------------------------

Description

Income (Loss)

Per Income Stmt

Temporary

Difference

Permanent

Difference

Income  (Loss)

Per Tax Return

------------------------------------------------------------------------------------------------------------------------------

Advances and Contributions 149,616. 149,616.

Misc. Other Income(Loss) Items with Diff 21,068,039. 104,567. 21,172,606.

Total 21,068,039.

---------------

===============

254,183.

---------------

===============

---------------

===============

21,322,222.

---------------

===============
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Kentucky-American Water Company 61-0485002

==============================================================================

Statement

Schedule M-3, Part II Detail

13

Line 28 - Other items with no differences
-----------------------------------------
Other items with no differences 52,337,214.
Contract Services -5,196,294.
Management Fees -3,591,229.
Security Services -136.
Supplies -849,496.
Other Employee Benefits -312,529.
Other Salaries and Wages -7,144,592.
Hiring Expenses -346.
Insurance Other Than Group -609,869.
Contract Services -28,864.

Total 34,603,859.
---------------

===============
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Schedule M-3, Part III Detail

Kentucky-American Water Company 61-0485002

==============================================================================================================================

00014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002 Statement 14

Line 35 - Research and development costs

----------------------------------------

Description

Expense

Per Income Stmt

Temporary

Difference

Permanent

Difference

Deduction

Per Tax Return

------------------------------------------------------------------------------------------------------------------------------

Research and Development Costs 19,096. 19,096.

Total 19,096.

---------------

===============

---------------

===============

---------------

===============

19,096.

---------------

===============

Line 37 - Other expense/deduction items with differences

--------------------------------------------------------

Description

Expense

Per Income Stmt

Temporary

Difference

Permanent

Difference

Deduction

Per Tax Return

------------------------------------------------------------------------------------------------------------------------------

Dues & Memberships 74,046. -608. 73,438.

Repairs & Maintenance 2,350,995. -1,129,502. 1,221,493.

Current Year Repairs Adjustment 2,858,256. 2,858,256.

Incentive Plan Expense 451,592. 13,086. 464,678.
Vacation Pay -348. -348.
Misc.Other Expense/Deduction Items with 414,603. -68,400. 346,203.

Regulatory expenses 200,455. 65,427. 265,882.

Maintenance Expense 521,612. 450,579. 972,191.

Total 4,013,303.
---------------

===============

2,257,498.
---------------

===============

-69,008.
---------------

===============

6,201,793.
---------------

===============
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Form 8916-A, Part I Detail

Kentucky-American Water Company 61-0485002

=========================================================================================================================

00014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002 Statement 15

Line 6 - Other items with differences

-------------------------------------

Description Per Income Stmt

Temporary

Difference

Permanent

Difference Per Tax Return

-------------------------------------------------------------------------------------------------------------------------

Chemicals 1,900,698. 1,900,698.

Fuel & Power 3,716,910. 3,716,910.

Purchased Water 239,796. 239,796.

Regulatory expenses 14,144. -7,407. 6,737.

Waste Disposal 301,752. 119,869. 421,621.

Misc. Other Items with Differences 86,283. 86,283.

Total 6,259,583.

---------------

===============

112,462.

---------------

===============

---------------

===============

6,372,045.

---------------

===============
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Form 8916-A, Part II Detail

Kentucky-American Water Company 61-0485002

=========================================================================================================================

00014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002 Statement 16

Part II Line 5 - Other Interest Income

--------------------------------------

Description Per Income Stmt

Temporary

Difference

Permanent

Difference Per Tax Return

-------------------------------------------------------------------------------------------------------------------------

Other Interest Income 412,439. -397,397. 15,042.

Total 412,439.

---------------

===============

-397,397.

---------------

===============

---------------

===============

15,042.

---------------

===============

KAW_R_AGDR1_NUM113_022013 
Page 38 of 39



43

Form 8916-A, Part III Detail

Kentucky-American Water Company 61-0485002

=========================================================================================================================

00014C 1MC4 10/11/2012 10:26:57 V11-6 61-0485002 Statement 17

Line 4 - Other Interest Expense

-------------------------------

Description Per Income Stmt

Temporary

Difference

Permanent

Difference Per Tax Return

-------------------------------------------------------------------------------------------------------------------------

Other Interest Expense 1,900,153. -381,150. 1,519,003.

Total 1,900,153.

---------------

===============

---------------

===============

-381,150.

---------------

===============

1,519,003.

---------------

===============
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
114. RR - Please provide the following information regarding deferred income taxes: 

 
a. Calculation of all timing differences reflected in DFIT; show book amount and 

tax amount; indicate when amounts were included in book and in tax returns; 
 
b. Tax rate applied to each timing difference; 
 
c. Calculation of actual DFIT; 
 
d. If different, reconcile book amount per cost of service and book amount in DFIT 

calculation.  Identify and quantify all reconciling items. 
 
e. For each year 2010 through 2012 the gross and net additions to deferred taxes.  

Please breakdown such additions within each year by sub-account, providing the 
number and name for each account and sub-account.  For each item by year, 
please reconcile the gross to net additions and explain how that reconciliation was 
derived. 

 
f. For 2011 and 2012, please provide information requested in (e) above for each 

month.  (Case No. 2010-00036; OAG 1 - 212) 
 
Response:  
 

Company objects to this question on the grounds that it is vague and does not identify a 
period for the DFIT, an annual expense provision.  Notwithstanding the objection, the 
Company responds as follows.  

a. Please refer to the response to AGDR1 Item 67 (Deferred Inventory schedules) 
for information related to 2010-2012.   

b. The tax rate applied for FIT purposes is 35%, and the SIT rate is 6%.  

c. See the response to subpart a. above.  

d. As it relates to the cost of service (presumably for the forecasted test-year in the 
Company’s filing), please refer to the KAWC’s supporting income tax 
workpapers found in KAW_R_PSCSR1_NUM03_012313_WP-1, pages 96-122 
of 288.  See also the file “Income Tax Expense 11272012” (tabs E-1.1 through E-
1.4 under the Temporary Differences section and the Calculation of Deferred 

KAW_R_AGDR1_NUM114_022013 
Page 1 of 2



Income Taxes section) and the file “KY Deferred Taxes 2012-2014” (tabs 
Deferred Taxes UPIS, Schedule, Summary and Linkout). 

e. See the response to subpart a. above. 

f. See the response to subpart a. above.  This information is not available by month. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
115. RR - Please list the name and business function of all Company subsidiaries and affiliates 

and separately list those which are included in this case, and which have or are projected 
to charge cost to KAWC during 2010, 2011, 2012, the base period, or the forecasted test 
year for ratemaking purposes.  (Case No. 2010-00036; OAG 1 - 216) 

 
Response:  
 

KAWC has no subsidiaries.  A list of subsidiaries of AWW is provided in the FIT tax 
returns provided in response to Item 116 of this same data request. 
 
The subsidiaries with charges to KAWC during 2010, 2011 and 2012 are: 
 

American Water Works Service Company 
 

American Water Works Capital Corp. 
 

American Anglian Environmental Technologies, L.P. 
 

 
   
 

KAW_R_AGDR1_NUM115_022013 
Page 1 of 1



KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
116. RR - Please provide worksheets which reconcile book and tax income and tax liability on 

the books and on the tax return for 2010, 2011 and 2012.  (Case No. 2010-00036; OAG 1 
- 217) 

 
Response:  
 

Please see attachment.  The 2012 income tax returns are not final at this time, so only the 
year end provision is provided. 
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Provision to Return Federal
Company: Kentucky-American Water Company, Inc. 12
FYE: December 31, 2011 Increase/(Decrease) in Tax Expense

Provision to Return
PROVISION RETURN Difference

JDE Net Income (Loss) - After Tax 23,126,537                 18,109,935                 (5,016,602)                  
Hyperion Topside 52,124                        52,124                        
Hyperion Net Income (Loss) - After Tax 23,126,537                 18,162,059                 (4,964,478)                  
Addback Total Income Tax - Before Interest Reclass 4,964,477                   4,964,477                   
Interest Received from Fed Refund Booked to Tax Expense -                              
State interest paid booked to current state tax Expense -                              
Penalty paid booked to current state tax Expense -                              
PreTax Income (Loss) per Audited Financial Statements 23,126,537                 23,126,536                 (1)                                

Permanent Differences
MNE P005 JE# P005 Meals and Entertainment F1 22,716                        22,716                        1                                 
P010 P010 JE# P010 Tax-exempt Interest Income F2 -                              -                              
RDEX P015 JE# P015 Research and Development Expense F3 -                              -                              
NDPE P020 JE# P020 Nondeductible Penalties F4 32                               32                               -                              
NDDO P025 JE# P025 Nondeductible Donations F5 -                              -                              
NDDU P030 JE# P030 Nondeductible Dues F6 608                             608                             -                              
APSE P035 JE# P035 Amortization of Preferred Stock Expense F7 -                              -                              
LOBB P040 JE# P040 Lobbying Expenses F8 68,400                        68,400                        -                              
DDMR P055 JE# P055 Div Dec PS-Out w/ mandatory redemption F10 381,150                      381,150                      -                              
IERP P070 JE# P070 Interest Expense-Repurchase (TWUS only) F16 -                              -                              

MEDM P076 JE# P076 Medicare Part D F9 -                              -                              
Jacobson Park Donation - Book Adjustment 25,355                        25,432                        77                               
Jacobson Park Donation - Tax Adjustment (11,496,545)                (13,539,900)                (2,043,355)                  

Subtotal Permanent Differences (10,998,285)                (13,041,562)                (2,043,278)                  

Current Temporary Differences
BDDT T005 JE  T005  Uncollectible Accounts F75 148,568                      148,568                      -                              
AVAC T010 JE  T010  Vacation Pay F76 347                             348                             1                                 

Subtotal Current Temporary Differences 148,915                      148,916                      1                                 
 

Long-Term Temporary Differences (Non-Reg)
AFUD T145 JE  T145  AFUDC (AFUDC 1) F22 (397,397)                     (397,397)                     (0)                                
PODY T151 JE  T151  Amortization of Post In-Service AFUDC (P AFUDC 2) F25 -                              -                              

TXAD/AATA T045 JE  T045  Depreciation and Amortization (Depr 1) F 42 / F 23 (885,103)                     (694,253)                     190,850                      
GWAC T049 JE  T049  Goodwill Amortization F48 -                              -                              
SALE T060 JE  T060  Gains and Losses (Disp 1) F47 -                              -                              
ABAN T062 JE  T062  Abandonment Losses (Disp 3) F14 (1,564,166)                  (47,296)                       1,516,870                   
CDSP T063 JE  T063  Cost of Removal (Disp 4) F29 1,148,640                   1,148,640                   -                              
RAFA T048 JE  T048  Reg Asset - AFUDC Debt (Depr 4) F67 6,900                          (6,900)                         

T075 JE  T075  Depletion -                              -                              
AATA T070 JE  T070  Amortization of UPAA F23 -                              -                              

T175 JE  T175  Acquisition Costs -                              -                              
DFRV T170 JE  T170  Deferred Revenue F36 -                              -                              
DEBT T100 JE  T100  Amortization of Debt Discount F24 -                              -                              
RATE T040 JE  T040  Rate Case Expense F66 174,225                      174,225                      -                              
SCRP ZZ40 JE#  ZZ40  SCRAP SALES F14 -                              -                              
RAFE T146 JE  T146  AFUDC - Equity CWIP (AFUDC 2) F21 -                              -                              
RAAA T147 JE  T147  Amortization of Regulatory Asset (AFUDC 3) F26 131,622                      138,523                      6,901                          
DFDR T165 JE  T165  Miscellaneous Deferred Debits (Misc 1) F58 57,080                        57,080                        -                              

T064 JE  T064  Amortization of Premature Property Losses (Disp 5) -                              -                              
DEFM T160 JE  T160  Deferred Maintenance (Maint 1) F35 (450,579)                     (450,579)                     -                              

T085 JE  T085  Purchased Water - Inside (PWtr 1) -                              -                              
OPEB T140 JE  T140  Accrued OPEB (OPEB 1) F17 -                              -                              
RPEN T130 JE  T130  Regulatory Pension (Pension 1) F68 (2,328,913)                  (2,250,262)                  78,651                        
DPST T090 JE  T090  Depreciation Study F43 7,407                          7,407                          -                              
COSS T095 JE  T095  Cost of Service Study F30 6,737                          6,737                          -                              
PISA T150 JE  T150  Post AFUDC (P AFUDC 1) F62 -                              -                              
PISD T046 JE  T046  Post In-Service Depreciation Expense (Depr 2) F63 -                              -                              

WSTE T110 JE  T110  Waste Disposal F70 (119,869)                     (119,869)                     -                              
MGMT T105 JE  T105  Management Study F56 -                              -                              
INSG T115 JE  T115  Group Insurance F49 -                              -                              
PAVE T152 JE  T152  Pavement Repairs F61 (19,138)                       (19,138)                       -                              
ADVA T025 JE  T025  Taxable Advances (CAC 1) F72 -                              -                              
DFCR T166 JE  T166  Miscellaneous Deferred Credits (Misc 2) F57 (246,389)                     (246,389)                     -                              
DFCR T167 JE  T167  Miscellaneous Deferred Credits (Misc 3) F57 -                              -                              
RPEN T131 JE  T131  Regulatory Pension (Pension 2) F68 -                              -                              
SERP T135 JE  T135  Supplemental Pension F71 -                              -                              
INSG T180 JE  T180  Insurance Other than Group F49 -                              -                              
OPEB T141 JE  T141  Accrued OPEB (OPEB 2) F17 -                              -                              
INCE T122 JE  T122  Incentive Plan (Incen 3) F15 88,189                        (13,086)                       (101,275)                     
DRCI T021 JE  T021  Deferred Revenue - CIAC (CIAC 2) F37 -                              -                              
CIAM T026 JE  T026  Amortization of Advances and Contributions - (CIAM) F27 -                              -                              
DEFM T161 JE  T161  Deferred Maintenance (Maint 2) F35 -                              -                              
CIAC T020 JE  T020  Taxable Contributions (CIAC 1) F73 (1,240,031)                  (1,240,031)                  -                              
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Provision to Return Federal
Company: Kentucky-American Water Company, Inc. 12
FYE: December 31, 2011 Increase/(Decrease) in Tax Expense

Provision to Return
PROVISION RETURN Difference

T061 JE  T061  Deferred Tax Gain (Disp 2) -                              -                              
SLIT T080 JE  T080  Current Deferred SIT/LIT (SIT 1) F40 -                              -                              
SLIT T081 JE  T081  Noncurrent Deferred SIT/LIT (SIT 2) F40 -                              -                              
SITC T082 JE  T082  SIT - Unamortized ITC (SIT 3) F69 -                              -                              

SREG T083 JE  T083  Deferred SIT - Reg Asset/Liability (SIT 4) F39 -                              -                              -                              
RPR1 T235 Repairs Expense (8,235,094)                  (2,858,256)                  5,376,838                   
LITI T236 Litigation Reserve -                              -                              

OPTI T230 FAS 123 (r) Stock Options - Acct#501716 F44 21,808                        21,808                        -                              
REST T231 FAS 123 (r) Restricted Stock Gift - Acct #501717 F44 -                              -                              
RSUS T232 FAS 123 (r) Restricted Stock Units - Acct #501718 F44 44,485                        44,485                        -                              
ESPP T233 FAS 123 (r) ESPP - Acct #508200 F44 458                             458                             0                                 

Subtotal Long Term Temporary Differences (Non-Reg) (13,799,129)                (6,737,193)                  7,061,936                   

Other
OPTI XXXX PIC-AWW Tax Windfall -                              
RSUS XXXX PIC-AWW Tax Windfall (735)                            (735)                            
ESPP XXXX PIC-AWW Tax Windfall (2,231)                         (2,231)                         

Subtotal Other -                              (2,966)                         (2,966)                         

Subtotal - TEMPORARY ITEMS (13,650,214)                (6,591,243)                  7,058,970                   

State only temporary items
Depreciation adjustment (993,013)                     (1,028,493)                  (35,480)                       
DMD adjustment (874,021)                     (874,021)                     
Charitable contribution 12,101,786                 12,101,786                 

STATE TAXABLE INCOME before NOL & adjustments (2,514,974)                  13,693,002                 16,207,976                 
State Tax Liability before NOL & adjustments (150,898)                     821,580                      

State NOL and adjustments
SNOL NOL - Net of Federal Benefit 2,514,974                   (2,514,974)                  

Other adjustments -                              

STATE  TAXABLE INCOME -                              13,693,002                 13,693,002                 
State Tax Liability -                              821,580                      

State tax credits & adjustments -                              (1,500)                         
PY tax adjustments (346,196)                     

State Tax Liability after credits (346,196)                     820,080                      

FEDERAL TAXABLE INCOME before State Taxes (1,521,961)                  3,493,730                   5,015,691                   

Less:  Current State Tax deducted on federal tax return -                              (356,430)                     (356,430)                     
Less:DRD -                              

FEDERAL TAXABLE INCOME (per Federal Proforma) (1,521,961)                  3,850,160                   5,372,121                   
Federal Tax Liability before NOL & adjustments (532,686)                     1,347,556                   

Federal NOL and adjustments
0014 JE# 0014  Net Operating Loss - Federal (29,495)                       (128,274)                     (98,778)                       
0015 Contribution Carryforward - Converted to NOL 12,837                        12,837                        
0016 Contribution Carryforward 1,064,988                   1,064,988                   

FEDERAL TAXABLE INCOME (per consolidation) (1,551,456)                  4,799,711                   6,351,167                   
Federal Tax Liability (543,010)                     1,679,899                   

KAW_R_AGDR1_NUM116_022013 
Page 3 of 5



Per Year End Tax Provision
1012

12/31/2012 Current Tax Provision Analysis InSource 
CS Code

PowerTax 
Code KY

5
Final Actual GAAP Pre-Tax 24,215,123

Permanent Differences:
JE#  P005  Meals and Entertainment P005 44,589
JE#  P020  Nondeductible Penalties P020 5

JE#  P025  Nondeductible Donations P025 0
JE#  P030  Nondeductible Dues P030 0

JE#  P035  Amortization of Preferred Stock Expense P035 0
JE#  P040  Lobbying Expenses P040 75,247

JE#  P045 Political Contributions P045 0
Other Perms (Skybox seats) P004 0

Medicare Subsidy P076 0
Preferred Stock Redemptions P998 6,318

Div Dec PS-Out w/ mandatory redemption (Acct# 860040) - Pref Div P055 381,150

Total Permanent Differences 507,309

Temporary Differences:
JE#  T005  Uncollectible Accounts T005 A7.60 113,258

JE#  T010  Vacation Pay T010 A7.10 1,253
JE#  T015  Customer Deposits T015 A7.25 0

JE#  T020  Taxable Contributions (CIAC 1) T020 A1.10 (1,185,162)
JE#  T021  Deferred Revenue - CIAC (CIAC 2) T021 A1.10 0

JE#  T025  Taxable Advances (CAC 1) T025 A1.10 0
JE#  T026  Deferred Revenue - AIC (CAC 2) T026 A1.10 0

JE#  T030  Merger Expense T030 L5.10 0
JE#  T040  Rate Case Expense T040 L5.10 50,919

JE#  T045  Depreciation and Amortization (Depr 1) T045 L1.20 (113,321)
JE#  T046  Post In-Service Depreciation Expense (Depr 2) T046 L1.10 0

JE#  T048  Reg Asset - AFUDC Debt (Depr 4) T048 L1.20 6,900
JE#  T060  Gains and Losses (Disp 1) T060 L1.20 0

JE#  T062  Abandonment Losses (Disp 3) T062 L1.20 (345,888)
JE#  T063  Cost of Removal (Disp 4) T063 L1.21 1,246,247

JE#  T070  Amortization of UPAA T070 L2.10 0
JE#  T086  Purchased Water - Outside (PWtr 2) T086 L5.10 0

JE#  T090  Depreciation Study T090 L5.10 7,407
JE#  T095  Cost of Service Study T095 L5.10 6,738

JE#  T100  Amortization of Debt Discount T100 A7.31 0
JE#  T105  Management Study T105 L5.10 0

JE#  T110  Waste Disposal T110 L5.10 100,000
JE#  T115  Group Insurance T115 A7.50 0

JE#  T122  Incentive Plan (Incen 3) T122 A9.20 (186,259)
JE#  T124  Incentive Plan (Incent 5) T124 A9.10 0

JE#  T130  Regulatory Pension (Pension 1) T130 A5.10 (654,578)
JE#  T131  Regulatory Pension (Pension 2) T131 A5.20 0
JE#  T132  Regulatory Pension (Pension 3) T132 A5.10 0

JE#  T135  Supplemental Pension T135 A5.10 0
JE#  T140  Accrued OPEB (OPEB 1) T140 A3.10 0
JE#  T141  Accrued OPEB (OPEB 2) T141 A3.10 0
JE#  T142  Accrued OPEB (OPEB 3) T142 A3.11 0

JE#  T145  AFUDC (AFUDC 1) T145 L1.10 (948,474)
JE#  T146  AFUDC - Equity CWIP (AFUDC 2) T146 L5.50 0

JE#  T147  Amortization of Regulatory Asset (AFUDC 3) T147 L5.51 134,282
JE#  T150  Post AFUDC (P AFUDC 1) T150 L1.10 0

JE#  T151  Amortization of Post In-Service AFUDC (P AFUDC 2) T151 L1.34 0
JE#  T152  Pavement Repairs T152 L1.10 18,220

JE#  T160  Deferred Maintenance (Maint 1) T160 L5.10 (418,675)
JE#  T161  Deferred Maintenance (Maint 2) T161 A7.60 0

JE#  T165  Miscellaneous Deferred Debits (Misc 1) T165 L5.10 57,080
JE#  T166  Miscellaneous Deferred Credits (Misc 2) T166 A7.50 (73,363)
JE#  T167  Miscellaneous Deferred Credits (Misc 3) T167 A7.50 0

FAS 123 (r) Stock Options - Acct #501716 T230 A7.70 (6,291)
FAS 123 (r) Restricted Stock Gift - Acct #501717 T231 A7.70 0

FAS 123 (r) Restricted Stock Units - Acct #501718 T232 A7.70 32,231
FAS 123 (r) ESPP  - Acct #508200 T233 A7.70 (174)

MTBE T234 A7.80 0
Repairs Expense T235 L1.20 (5,495,823)

Litigation Reserve T236 A7.60 0
MT. Vernon Privatization 0

JE  T175  Acquisition Costs T175 L2.33 0

Total Temporary Differences (7,653,475)

State Current Taxable Inc Before State Only Adjustment 17,068,957

State Only Adjustments:
State only Perm Adjustments (Provide Supporting Details) 0
State only Temp Adjustments (Provide Supporting Details) (895,968)

Domestic Dividend Received Deduction (874,021)
State Charitable Contribution (1,529,897)

State Current Taxable Income Before NOL 13,769,071
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Per Year End Tax Provision
1012

12/31/2012 Current Tax Provision Analysis InSource 
CS Code

PowerTax 
Code KY

Less Current Year State Net Operating Loss Utilization 0

State Current Taxable Income After NOL 13,769,071

State Statutory Rate * Apportion % (Provide Support in Report FIle) 6.00%

 State Current Tax Provision 826,144
 State Current Tax Provision - Unitary 0

Reclass Current Year Loss Benefit to Deferred (Verify) 0

Total State Current Tax Expense/(Benefit) 826,144

Federal Current Taxable Income (Before NOL) 16,242,813

Less Current Year Capital Loss Utilization

Federal Current Taxable Income (After NOL) 16,242,813

Reclass Current Year Loss Benefit to Deferred (Verify) 0
Reclass Current Year NOL Usage from Deferred - Utilization (Verify) 0

FCTI 16,242,813

Federal Statutory Rate 35.00%

Total Federal Current Tax/(Benefit) 5,684,984

Reconciliation of Tax Rate $ Rate Rec $
Pretax Tax Income Tax Effected federal 8,475,293

Total Federal Tax Effected Permanent Items federal 177,558
Total State Taxes Net of Federal Benefit state 930,088
Flow Through Regulated Asset - Federal federal 214,757

Regulated ITC (ITC Gross Only) - Federal federal (84,797)
Flow Through/ITC - SALT state 1,894

Total Tax Expense 9,714,794
40.12%

TAX EXPENSE DETAILS

CURRENT

Total Current Tax Expense per provision 6,511,129

DEFERRED

State Temporary Difference 10,079,340
State Tax Rate 6%
State Deferred Tax Expense 604,760

Federal Temporary Difference 7,653,475
State Tax (604,760)

7,048,715
Federal Tax Rate 35%
Federal Deferred Tax Expense 2,467,050                  

Total Deferred Tax Expense per provision 3,071,811                  

Total Regulatory Asset/Liab/ITC Expense 131,854                     

TOTAL

Total Tax Expense 9,714,794                  
0
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Scott W. Rungren

117. RR -Please list and explain in detail the allocation methods used to allocate state and
federal tax liability and tax credits between the Company and its subsidiaries and
between the Company and other American Water companies. Please provide worksheets
which show a detailed derivation of the allocations for 2010, 2011 and 2012. The
derivation should include separate listing of contributions, indebtedness cost, NOL
(current, carryforwards and carrybacks), each credit by type (such as the investment tax
credit, jobs credit), intercompany transactions. (Case No. 2010-00036; OAG 1 - 218)

Response:

There is no allocation of the KY state income tax liability since KY files its own KY state
income tax return.

KAWC participates in the American Water Works Company, Inc. consolidated federal
income tax return.

The federal income tax liability is calculated for each company in the American Water
Works Company, Inc. consolidated group starting with each company’s stand alone book
income. The calculation of the tax adjustments (m-items) are also done on a company by
company basis. The only tax allocations within the group are related to net operating loss
and tax sharing. Please see the attachment for a copy of the American Water Works
Company, Inc. tax sharing policy, which is confidential. The Company has filed a
Petition for Confidential Treatment contemporaneously with these responses. The
Company will provide copies of the requested documents to all parties in this case upon
execution of an appropriate confidentiality agreement.

Also, please see the confidential attachment for the detailed federal NOL allocation
calculations for 2010 through 2012. 2012 is only an estimate and will be trued up once
the tax return is filed in September 2013. As with the tax sharing policy, because the
data is confidential the Company has filed a Petition for Confidential Treatment
contemporaneously with these responses.

For the research & development credit and the charitable contribution carry forward, the
amounts booked to each company depends on each company’s individual results and is
not allocated like the federal NOL is allocated per the tax sharing policy.
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This entire attachment is confidential and has been
provided under seal pursuant to a Petition for Confidential

Treatment.

KAW_AGDR1_NUM117_022013
Page 2 of 2



KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
118. RR - Please provide detailed worksheets showing the derivation of "excess tax over book 

depreciation" for 2010, 2011 and 2012.  (Case No. 2010-00036; OAG 1 - 226) 
 
Response:  
 

Please see the attached.  
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Kentucky-American Water
AGDR1_NUM 118
Excess tax over book depreciation

FEDERAL Per Tax Return Per Tax Return
Per Year End Tax 

Provision
2010 2011 2012

Book Depreciation (Per G/L Accounts 680110/68011000) 8,108,623            10,304,758          11,043,601          
Tax Depreciation 15,431,559          10,913,751          11,156,922          
Excess tax depreciation over book depreciation 7,322,936            608,993                113,321                

STATE Per Tax Return Per Tax Return
Per Year End Tax 

Provision
2010 2011 2012

Book Depreciation (Per G/L Accounts 680110/68011000) 8,108,623            10,304,758          11,043,601          
Tax Depreciation 9,929,923            11,905,963          12,052,891          
Excess tax depreciation over book depreciation 1,821,300            1,601,205            1,009,290            
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
119. RR - Please provide the beginning and ending balances for 2010, 2011 and 2012 for 

Accumulated Deferred Income Taxes and Provisions for Deferred Income Taxes broken 
down by sub-account with the name and number of each sub-account.  (Case No. 2010-
00036; OAG 1 - 227) 

 
Response:  
 

Please see the attached. 
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Kentucky-American Water
AGDR1_NUM 119

Comp Account Description 12/31/2012 12/31/2011 12/31/2010

1012 18503000 Reg Asset-Inc Tax Rec Thru Rates-AFUDC Equity CWIP 394,020               154,476               2,549,163            
1012 18503500 Reg Asset-Inc Tax Rec Thru Rates-AFUDC Equity 5,889,541            5,866,334            3,362,404            
1012 18504000 Reg Asset-Inc Tax Rec Thru Rates-Plant Flow Thru 1,666,203            2,201,312            2,713,604            
1012 18504500 Reg Asset-Inc Tax Rec Thru Rates-Other (356,737)              (380,837)              (404,951)              
1012 18505500 Reg Asset-Inc Tax Rec Thru Rates-Acc Amort (916,094)              (781,812)              (650,190)              

Total Regulatory Assets 6,676,933            7,059,473            7,570,030            

1012 25340000 Deferred FIT Liability - Current 194,547               194,547               145,554               
1012 25350000 Deferred SIT Liability - Current 35,480                 35,480                 26,545                 
1012 25311000 Deferred FIT Liability - Other (49,411,739)        (50,060,763)        (62,736,545)        
1012 25321000 Deferred SIT Liability - Other (7,192,120)          (7,766,189)          (6,611,236)          

Total Deferred Taxes (56,373,832)        (57,596,924)        (69,175,682)        

1012 25510100 Unamortized ITC - 3% (63,566)                (71,218)                (78,870)                
1012 25510200 Unamortized ITC - 4% (29,634)                (35,939)                (42,244)                
1012 25510300 Unamortized ITC - 10% (700,626)              (771,466)              (842,306)              

Total Deferred ITC (793,826)              (878,623)              (963,420)              
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
120. RR - Provide detailed descriptions of any IRS audit, settlements with the Internal 

Revenue Service, or audit adjustments made during the three years ending December 31, 
2012.  (Case No. 2010-00036; OAG 1 - 235) 

 
Response:  
 

American Water Works Company Inc was under audit for 2006 through 2008.  That audit 
closed December 11, 2012.  There were no audit adjustments or settlements.  
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
121. RR - List total property taxes and property tax refunds or abatements each year, for the 

test year and the most recent three years for which actual information is available.  
Describe and show the accounting treatment accorded to each item, showing journal 
entries, dates, accounts, amounts and descriptions.  (Case No. 2010-00036; OAG 1- 237) 

 
Response:  
 

Please see the attached schedule detailing the actual property taxes paid and refunds 
received by taxing authority for the period 01/01/2010 thru 09/30/2012.   
 
Also attached is a JDE general ledger activity listing for the period 01/01/2010 thru 
07/31/2012 for accounts 236151 (property tax liability) and 685200 (property tax 
expense), and an SAP general ledger activity listing for the period 08/01/2012 thru 
09/30/2012 for accounts 23653000 (property tax liability) and 68520000 / 68520100 
(property tax expense / tax discounts) which detail the property tax accruals, payments, 
additional assessments, and refunds by date, account, amount and description. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
122. RR - List all amounts of property taxes under dispute at December 31, 2012, and indicate 

the tax year and the taxing district to which each relates.  (Case No. 2010-00036; OAG 1 
- 238) 

 
Response:  
 
 None. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
123. RR - List all property tax refunds, by geographical area and taxing authority, by year, 

received in the most recent three years through 2012.  (Case No. 2010-00036; OAG 1 - 
239) 

 
Response:  
 

See the response to Item 121 of this same data request. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell  
 
124. RR - Provide a copy of the Company’s current capitalization policy.  If the policy has 

changed at all since 2010, provide a copy of all prior policies in effect during any portion 
of that period.  (Case No. 2010-00036; OAG 1 - 259) 

 
Response:  
 

Please refer to the attachments which are the only items that have changed since 2010, 
and the policy provided in 2010. 

Certain of the documents attached are proprietary and are confidential. Therefore, the 
Company has filed a Petition for Confidential Treatment contemporaneously with these 
responses. The Company will provide copies of the requested documents to all parties in 
this case upon execution of an appropriate confidentiality agreement. 
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A portion of this attachment contains confidential
information that is the subject of a Petition for

Confidential Treatment.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Cheryl D. Norton/Keith Cartier/Linda C. Bridwell 
 
125. RR - Please provide the most recent Asset Management Plan for KAWC.  (Case No. 

2010-0003; OAG 1 -261) 
 
Response:  
 

Please refer to the 1992 Least Cost/Comprehensive Planning Study filed with the PSC in 
July 1992 and filed electronically in Case Number 2004-00103 as 
KAW_R_PSCDR1#8_052004.pdf. In 1998, KAW drafted an update to the 1992LC/CPS, 
however, because the solution of the water supply and treatment capacity deficits would 
have such a significant impact on the other areas of operations including the distribution 
system, storage requirements, and production facility requirements, the revision was not 
finalized. The development of a review of distribution system improvements was 
completed to help continue ongoing capital planning efforts. The information developed 
and submitted in Case No. 2007-00134 regarding the development of the new water 
treatment plant facility, booster station and transmission main also reviews the reliability 
of existing production assets and the impact of the new facilities on existing distribution 
and production facilities, and is part of ongoing asset planning and management. KAW is 
currently working on the Least Cost/Comprehensive Planning Study which will be 
completed in 2013.  
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Lewis E. Keathley 
 
126. RR - Provide a summary of annual maintenance expense by USOA account (for all 

accounts) for 2010, 2011 and 2012.  Please provide data in both hard copy and electronic 
format.  (Case No. 2010-00036; OAG 1 - 270) 

 
Response:  
 
 Please see attached schedule. 
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Kentucky American Water
Case No. 2012‐00520
KAW_R_AGDR1_NUM126
Annual Maintenance Expense

Account Description 2010 2011 2012

620000 JDE Mat and Sup Maint 880,119         820,595         458,561         

635000 JDE Contr Svc‐Other Maint 67,451           28,864           29,968           

675000 JDE Misc Maint 249,853         149,799         90,114           

675050 JDE Amort Def Maint 327,699         371,813         235,477         

675250 JDE Comp Equip Hardware 23                    9                     

675650 JDE Paving/Backfill 206,234         207,985         85,938           
62002100 SAP M&S Maint SS 13,724           
62002300 SAP M&S Maint WT 115,520         
62002400 SAP M&S Maint TD 117,870         
62002600 SAP M&S Maint AG 2,960             
62502300 SAP Misc Maint WT (2,277)            
62502400 SAP Misc Maint TD 21,907           
62502430 SAP Misc Maint TD Svc (1,663)            
62502440 SAP Misc Maint TD Hydrnt 282                 
62502600 SAP Misc Maint AG 40,833           
62510000 SAP Amort Def Maint (0)                    
62512300 SAP Amort Def Maint WT 57,589           
62512400 SAP Amort Def Maint TD 123,929         
62520700 SAP Misc Main Pvg/Bckfll 43,045           
62520800 SAP Misc Maint Permits ‐                 
63150023 SAP Contr Svc‐Maint WT 8,468             
63150024 SAP Contr Svc‐Maint TD 65,245           
63150026 SAP Contr Svc‐Maint AG 36,970           

Total 1,731,357        1,579,079        1,544,470         
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Cheryl D. Norton/Keith Cartier/Linda C. Bridwell 
 
127. RR -Please provide the Company’s construction and capital budgets for the years 2013-

2014 inclusive.  Please identify all retirements, replacements, new additions and cost of 
removal reflected in these budgets.  Please provide by account where available and 
explain how the cost estimates are derived for these items.  (Case No. 2010-00036; OAG 
1 - 299) 

 
Response:  
 

The Company’s construction and capital budgets for 2013 and 2014, by account, are 
attached.  The budgets may also be found in the Excel work papers provided in response 
to the Commission Staff’s first request for information, item 3. The excel location is: 
Exhibits\Rate Base\[Rate Base KY Capital through 12_31_14.xlsx]Data-Water SCEP by 
Acct.   
 
Many replacements and new additions are identified in the project descriptions.  These 
are summarized here: 

 
New Additions 2013 2014 

R12-**A1 Mains - New  $        249,999   $        274,956  
R12-**E1 Hydrants, Valves, and Manholes - New  $        184,993   $        201,500  
R12-**G1 Services and Laterals - New  $      1,026,132   $      1,085,116  
R12-**I1 Meters - New  $        504,240   $        504,241  

 
Sum  $        1,965,364   $        2,065,813  

    
Replacements 2013 2014 

R12-**B1 Mains - Replaced / Restored  $      1,974,363   $      1,962,627  
R12-**C1 Mains - Unscheduled  $        270,231   $        270,231  
R12-**F1 Hydrants, Valves, and Manholes - Replaced  $        300,443   $        300,443  
R12-**H1 Services and Laterals - Replaced  $      1,002,917   $      1,040,590  
R12-**J1 Meters - Replaced  $        2,362,739   $        2,320,552  
I12-020025 Pump Efficiency Replacement  $            831,596  

 
IP-1202-16 North Upper St Main Replacement (343) 

 
 $        1,500,282  

IP-1202-39 Pump Efficiency Repl    $            457,866  

 

Sum  $        6,742,289   $        7,852,591  
 

Retirements, cost of removal, and salvage are identified separately.  They have been 
forecasted in this case based on the three year average activity by utility account, as well 
as the one-time transaction associated with the retirement of the Owenton water treatment 
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plant, pending approval of the proposed facilities in Case No. 2012-00096.  Retirement, 
cost of removal and salvage activity may be seen in the work papers provided in response 
to Item 3 of the Commission Staff’s first request for information.  These include: 
 
Retirement:  
Work paper 1, pages 19-25 of 288 

Excel Exhibits\Rate Base\[Rate Base KY Capital through 12_31_14.xlsx]Actv 
Retire 
 
Cost of removal and Salvage: 
Work paper 1, pages 27-33 of 288 
Excel Exhibits\Rate Base\[Rate Base KY Capital through 12_31_14.xlsx]Bal Accum 
Dep&COR  
Excel Exhibits\Rate Base\[Rate Base KY Capital through 12_31_14.xlsx]Data-Owenton 
WTP 
 
Cost estimates for recurring budget lines are based on historical amounts increased for 
inflation each year.  These estimates are modified for any known change in the plan 
period.  
 
Cost estimates for investment projects are developed by the project manager based on a 
preliminary planning estimate.  In the year prior to project initiation, a Project Needs 
Identification is created with a more detailed estimate developed by the project manager 
and reviewed by the Director of Engineering.  Cost estimates are reviewed based on the 
bid documents or if at any time the scope changes.  The capital budget is reviewed and 
reforecasted quarterly based on known changes to the project expenditures. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
128. RR - Please provide the current depreciation rates, split into three separate components:  

capital recovery, gross salvage and cost of removal.  (Case No. 2010-00036; OAG 1 - 
322) 

 
Response:  
 

Depreciation rates in the work papers are only broken into two components.  The first 
component is labeled as the “life rate”, which is the piece designed to recover depreciable 
capital.  The second component is referred to as the “cost of removal” rate in the work 
papers.  This is the “net salvage” rate, which is the piece designed to recover the cost of 
asset removal net of salvage value.  The depreciation rate is inclusive of both 
components.  (Please see pages 10-11 of John Spanos’s direct testimony in Case No. 
2010-00036, for an explanation of how net salvage rates are developed.) 
 
For current depreciation rates, split into categories, please see the work papers filed in 
response to Item 3 of the Commission’s First Request for Information, WP-4, pages 3-4 
of 30 for the Life Rate and pages 21-22 of 30 for the Removal Rate.   
 
The excel files were also provided in response to the same Item on a separate CD.  They 
are labeled: 
 
Excel Locations: 
Life Rates- Exhibits\Rate Base\[Rate Base KY Capital through 12_31_14.xlsx]Actv Depr 
Exp 
Removal Rates- Exhibits\Rate Base\[Rate Base KY Capital through 12_31_14.xlsx]Actv 
COR 
Both Rates- Exhibits\Rate Base\[Rate Base KY Capital through 12_31_14.xlsx]Data-
Depr Rates 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
129. RR - Please provide the accounting entries (debits and credits) used to implement SFAS 

No. 143 and FIN 47, along with all workpapers supporting those entries.  Please provide 
all these workpapers and calculations in electronic format (Excel) with all formulae 
intact.  (Case No. 2010-00036; OAG 1 - 328) 

 
Response:  
 

Please see the attached file.  Please note that these entries are for financial reporting 
purposes only.  For rate recovery the balances contained on the attachment are reflected 
in accumulated depreciation consistent with the Commission practice and the currently 
authorized depreciation rates of KAW. 
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Kentucky-American Water Company
Data Request #129
February 20, 2013

Regulatory Liability for Net Negative Salvage

Entry Debit Credit Balance
256250

Initial Entry at Adoption-2003
Accumulated Depreciation A/C 108105 $5,509,300

Reg Liability A/C 256250 $5,509,300
 See Workpaper 2003 2004 
cell F21 ($5,509,300) Balance 2003

Reclassify Negative Salvage in Accum Depr-2004
Accumulated Depreciation A/C 108105 1,058,788.00$  

Reg Liability A/C 256250 1,058,788.00$ 
 See Workpaper 2003 2004 
cell F8 

Record Removal and Salvage Cost-2004

Reg Liability A/C 256250 355,596.00$     

Accumulated Depreciation A/C 108105 355,596.00$    
 See Workpaper 2003 2004 
cell F10 ($6,212,492) Balance 2004

Reclassify Negative Salvage in Accum Depr-2005
Accumulated Depreciation A/C 108105 1,127,579.95$  

Reg Liability A/C 256250 1,127,579.95$ 
 See Workpaper 2005 
Reclass NNS cell Q29 

Record Removal and Salvage Cost-2005

Reg Liability A/C 256250 779,090.79$     

Accumulated Depreciation A/C 108105 779,090.79$    
 See Pivot Table on Removal 
Reclass ($6,560,981) Balance 2005

Reclassify Negative Salvage in Accum Depr-2006
Accumulated Depreciation A/C 108105 1,226,518.68$  

Reg Liability A/C 256250 1,226,518.68$ 
 See Workpaper 2006 
Reclass NNS cell Q30 

Record Removal and Salvage Cost-2006

Reg Liability A/C 256250 190,492.48$     

Accumulated Depreciation A/C 108105 190,492.48$    
 See Pivot Table on Removal 
Reclass ($7,597,007) Balance 2006

Reclassify Negative Salvage in Accum Depr-2007
Accumulated Depreciation A/C 108105 1,220,820.95$  

Reg Liability A/C 256250 1,220,820.95$ 
 See Workpaper 2007 
Reclass NNS cell P44 

Record Removal and Salvage Cost-2007

Reg Liability A/C 256250 45,448.42$       

Accumulated Depreciation A/C 108105 45,448.42$      
 See Pivot Table on Removal 
Reclass ($8,772,380) Balance 2007

Reclassify Negative Salvage in Accum Depr-2008
Accumulated Depreciation A/C 108105 1,419,845.58$  

Reg Liability A/C 256250 1,419,845.58$ 
 See Workpaper 2008 
Reclass NNS cell P47 

Record Removal and Salvage Cost-2008

Reg Liability A/C 256250 452,046.18$     

Accumulated Depreciation A/C 108105 452,046.18$    
 See Pivot Table on Removal 
Reclass 

Reclassify RWIP-2008

RWIP A/C 185950 15,143.07$       

Reg Liability A/C 256250 15,143.07$      
 Reclass Entry  to show the 
RWIP as Cost of Rem ($9,755,322) Balance 2008
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Kentucky-American Water Company
Data Request #129
February 20, 2013

Regulatory Liability for Net Negative Salvage

Entry Debit Credit Balance
256250

Reclassify Negative Salvage in Accum Depr-2009
Accumulated Depreciation A/C 108105 1,521,357.59$  

Reg Liability A/C 256250 1,521,357.59$ 
 See Workpaper 2009 
Reclass NNS cell N39 

Record Removal and Salvage Cost-2009

Reg Liability A/C 256250 164,032.07$     

Accumulated Depreciation A/C 108105 164,032.07$    
 Reclass Entry  to show the 
RWIP as Cost of Rem 

Reclassify RWIP-2009

Reg Liability A/C 256250 27,163.06$       

RWIP A/C 185950 27,163.06$      
 Reclass Entry  to show the 
RWIP as Cost of Rem ($11,085,485) Balance 2009
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
130. RR - Indicate the number of and expenses related to temporary or seasonal employees 

included in 2010, 2011, 2012 and projected 2013 and 2014 jurisdictional expenses.  (Case 
No. 2010-00036; OAG 1 - 339) 

 
Response:  
 

Charges for temporary employees charged to JDE account 535001 “Contract Svc – Temp 
Empl Oper”, to SAP accounts beginning with 53151 “Contract Svc - Temp EE”, and 
charges for a temporary employee hired in the summer of 2011 are shown below for 
years 2010-2012.   
 
Forecasted amounts are shown for 2013 and 2014 below.  Please note that for 2013 and 
2014, the amounts shown below do not tie with Exhibit 37, Schedule C-2.  This is due to 
an error which shows $60,953 in the “Contract Svc – Temp EE” accounts, when it 
actually belongs in the “Contract Svc – Other” accounts. Exhibit 37, Schedule C-2 will be 
revised when the Company files its base period update.   

 
  

     2010 2011 2012 2013 2014 
$40,395 $51,485 $61,967 0 0 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
131. RR - Provide as complete a breakdown as possible of the expenses billed by American 

Water and included in jurisdictional expense for 2010, 2011, 2012, and forecasted for the 
years 2013 and 2014.  Include separately: 
 
a. Labor 
 
b. Employee benefits (by type) 
 
c. Employee taxes 
 
d. Outside services 
 
e. Promotional, institutional and/or corporate advertising 
 
f. Contributions (by entity) 
 
g. Dues to organizations and social clubs (by entity) 
 
h. Computer time 
 
i. Regulatory costs (list docket no., jurisdictional entity, dates and description) 
 
j. Travel costs 
 
k. Lobbying or politically related activities 
 
l. Miscellaneous. (describe). 

 
Response:  
 

None. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell  
 
132. RR - Identify all assumptions and provide all workpapers, calculations and source 

documents relied upon in projecting the 2007 base year and 2008 test year forecasted 
level of expense.  (Case No. 2010-00036; OAG 1 - 340) 

 
Response: 
 
 There are not any assumptions or workpapers for a 2007 base year or 2008 test year 

forecasted level of expense in this case.  To the extent that the Attorney General is 
referring to the April 2012 through March 2013 base year and the test year ending July 
31, 2014 forecasted level of expense, please refer to the response to Item 3 of the Public 
Service Commission’s First Data Request filed January 23, 2013.  Any additional 
documents are provided in response to Item 53 of this same data request.  
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Jermaine K. Bates 
 
133. RR - Please list by customer and amount and by year for the period 2007 through 2009 

and in 2010 any uncollectible accounts which have been written off and which exceeded 
$100,000.  (Case No. 2010-00036; OAG 1 - 380) 

 
Response:  
 

No account write offs for the period 2007 through 2010 exceeded $100,000. 
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Cheryl D. Norton/Keith Cartier

134. RR - Provide a complete explanation of any and all expense reduction goals (cost savings
programs) the Company has concerning the development of the 2013 and 2014 budgets.
(Case No. 2010-00036; OAG 1 - 382)

Response:

Managing expenses is a routine expectation of personnel in management roles, and is not
specifically characterized in terms of formal, stand alone initiatives such as cost savings
programs. KAW has attempted to manage its Operations and Maintenance expenses to
remain relatively flat year over year for 2013 and 2014. No specific goals were
established programmatically, though the results of several planned activities serve to
reduce expenses in certain areas, mitigating the rise in expenses in other areas. For
example, the planned Northern Division Connection project will reduce operation and
maintenance expenses associated with the Owenton Water Treatment Plant. Similarly,
the continued deployment of automatic meter reading equipment reduces expenses
associated with obtaining meter readings. Expenses included in this case reflect those
reductions.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Lewis E. Keathley 
 
135. RR - For each injury and damage claim, where the settlement exceeded $25,000 for the 

years 2010, 2011 and 2012 and as forecasted for 2013 and 2014, list by year each such 
claim, the basis for the claim, the dollar amount of the claim paid and the associated legal 
fees.  (Case No. 2010-00036; OAG 1 - 386) 

 
Response:  
 

There were no settlements which exceeded $25,000 for the years 2010, 2011, and 2012.  
The Company does not forecast individual claim amounts for future budget periods. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Lewis E. Keathley 
 
136. RR - State the amount of injuries and damages expense for each of the last three years 

through 2012.  (Case No. 2010-00036; OAG 1 - 387) 
 
Response:  
 

Please refer to the response to Item 82 of this same Request for Information. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
137. RR - Please itemize the amount of non-rate case legal expense for 2010, 2011 and 2012 

to date.  For each distinct item over $25,000 show payee, amount, account and indicate 
what services were performed and what the subject matter of the services was. 
 
a. Provide copies of all invoices which exceed $25,000.  This should be the 

complete document including a complete description of work performed.  (Case 
No. 2010-00036; OAG 1 - 390) 

 
Response:  
 

The Company objects to this question on the grounds that legal invoices contain 
information subject to Attorney/Client Privilege and information applicable to the Work 
Product Doctrine. Notwithstanding the objection, please see the attached summary of 
non-rate case legal fees over $25,000. 

 
The following legal fees were charged to 533000 in JDE and 53155000 in SAP. 

 
  2010  $  220,471.55  
 
  2011  $  308,451.13  
 
  2012  $  319,063.87  
 
  2013  $  28,482.80 (through January 31, 2013) 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Scott W. Rungren 
 
138. RR - List all fees during the forecasted test year, the base year, and 2010, 2011 and 2012 

for maintaining lines of credit.  List such fees for each line of credit which the Company 
maintains.  Indicate in which account such fees are recorded.  (Case No. 2010-00036; 
OAG 1 - 391) 

 
Response:  
  

     JDE Account 
 

575260 
 

575261 
SAP Account 

 
52526000 

 
52526100 

     2010 
 

$419.64  
 

$77,243.28  

     2011 
 

$279.76  
 

$36,608.40  

     2012 
 

$6,666.66  
 

$39,936.43  

     Base Period 
 

$19,600.66  
 

$38,289.88  

     Forecasted 
    Test Year 
 

$0.00  
 

$97,956.53  
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
139. RR - List and describe all maintenance programs and expenses which have been deferred 

into the forecasted test year from prior years, and for each item, explain the Company's 
reason for such deferral.  (Case No. 2010 00036; OAG 1 - 393) 

 
Response:  
 

Please see the response to Item 65 of this same Data Request. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
140. RR - List by account the Company's annual O&M expenses for the years ending 2010, 

2011 and 2012.  For each account having a variance over the prior year exceeding 10%, 
explain the cause of such variance, listing and describing each significant causative item 
and the associated dollar amount.  (Case No. 2010-00036; OAG 1 - 397) 

 
Response:  
 

Please see attached. 
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Linda C. Bridwell

141. RR - Penalties and fines. List and describe any and all penalties and fines in the base and
test years and the preceding three years. Indicate in which account each such item was
recorded. (Case No. 2010-00036; OAG 1 - 398)

Response:

2010 – $8,112 – Account 575640.16 Non-Deductible Penalties
1) Reversal of 2005 IRS penalties ($2,010).
2) $10,000 fine for paying dividends above a threshold amount requiring advance
approval by the PSC as a condition in a transfer of control proceeding.
3) $97 Interest for a 7/10 late payment for LFUCG local tax
4) $25 Penalty for the 7/10 late filing for LFUCG local tax

2011 – $32 – Account 575640.16 Non-Deductible Penalties
1) $27 – Penalty due to a miscommunication between Sprint Nextel and KYAW. Sprint
Nextel sent property tax antenna lease payment to PA lockbox, not Taxing Authority.
2) $5 – Penalty due to misfiled City of Glencoe property tax bill.

2012 - $5 – Account 575640.16 Non-Deductible Penalties
1) Underpayment penalty Indiana County Local Tax for 12/31/10.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Keith Cartier 
 
142. RR - Please list storm damage expense for each year for the years ended 2010, 2011 and 

2012.  Please indicate the level of storm damage expense included in the base year and 
forecasted test year.   

 
 
Response:  
 

Kentucky American Water has not experienced significant storm related damage over the 
past three years, although there have been isolated incidents of minor equipment loss due 
to lightning strikes, power loss/surges, etc. during that time. In practice, KAW only sets 
up cost tracking mechanisms when the cost of storm events are material and considered 
extraordinary in nature.  Given the lack of any material impact on operations from storm 
events over the last few years no tracking mechanism has been triggered.   
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
143. RR - Provide the most recent 2013 and 2014 American Water Works and AWWSC 

operating expense budgets and 2013 and 2014 forecasts of American Water and 
AWWSC operating expense.  Please identify all assumptions, workpapers, calculations 
and source documents relied upon and provide the development of all escalation factors.  
(Case No. 2010-00036; OAG 1 - 405) 

 
Response:  
 

American Water Works Company Inc. (parent company) does not bill any expenses to 
Kentucky American.  
 
Please see the response to Item 92 of this same data request which provides the total 
Service Company budget for 2013 by function and business unit, along with Kentucky 
American’s portion.  Also see the response to Item 72 of the Commission’s Second 
Request for Information which shows the global assumptions provided by the Corporate 
Planning group to be used as a guideline for projecting 2013 expenses. 
 
Due to the implementation of the Business Transformation initiative in late 2012, only a 
one year budget for 2013 was prepared by Service Company and approved by the board 
of directors.  There is no board approved Service Company business plan for 2014.  The 
forecasted numbers were developed for this case based on global assumptions provided 
by the Corporate Planning group.   
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KENTUCKY-AMERICAN WATER COMPANY
CASE NO. 2012-00520

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION
_____________________________________________________________________________________________

Witness: Jermaine K. Bates

144. RR - Please provide a copy of the Company’s bad debt write-off policy. Also, please
include a description of the time between the final bill and when the account is written
off. Please identify and describe the time period normally associated with a customer
receiving a final bill and the amount of utility service included in the final bill.

Response:

The Company’s current bad debt write-off policy is contained in two documents. 1)
Receivable Write-off Policy and 2) Regulated Utility Write-off Policy. These policies are
attached to this response.

These policies are proprietary and confidential. Therefore, the Company has filed a
Petition for Confidential Treatment contemporaneously with these responses. The
Company will provide copies of the requested documents to all parties in this case upon
execution of an appropriate confidentiality agreement.

KAW_R_AGDR1_NUM144_022013
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This entire attachment is confidential and has been
provided under seal pursuant to a Petition for Confidential

Treatment.
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
145. RR - Please provide all documentation which details the exclusion of incentive 

compensation payments included in the Company’s cost of service.  Specifically, identify 
where equity compensation plan and annual incentive plan costs have been removed from 
KAWC’s cost of service.  Also, please document the exclusion of the AWWSC incentive 
compensation expenses. 

 
Response:  
 

The documentation which details exclusion of incentive payment in the Company’s cost 
of service may be found in the work papers provided in response to Item 3 of the 
Commission Staff’s First Request for Information.  There are two distinct documents, 
including a document for “Salaries and Wages” incentive exclusion and one for “Support 
Services” incentive exclusion.  These are discussed below: 
 
Salaries and Wages 
The easiest way to see that incentive compensation has been removed from “Salaries and 
Wages” is to examine the forecast calculation of labor found on WP 3, pages 3-17 or 180.  
The excel location of this document is Exhibits\Expense\[Labor and Labor 
Related.xlsx]KY Forecast Labor. 

 
The column on this work paper labeled “1Water O&M Labor” (spreadsheet column EH), 
is the total O&M Salaries and Wages that flows into the Company’s operating income 
Summary in Exhibit 37C of the filing (Excel location Exhibits\[Income Statement]Inc 
Statment- SCH C-1).  It can be noted that the sum of this work paper column is 
$6,880,213.  This is equal to the “Salaries and Wages” forecast at present rates on Exhibit 
37C.  This figure is the total of numbers calculated by adding together the two sums 
described below: 
 

1) Sum from multiplying column 1C Scheduled OT Wages (spreadsheet column 
CS) by the Water % (spreadsheet column EE)  
 
2) Sum from multiplying the “1 Total Gross Total Wages” column (spreadsheet 
column CY, which sums regular time pay, non-scheduled overtime pay, 
scheduled overtime pay, and shift premium pay), less the Scheduled Overtime 
wages picked up in step one, by the Water % and the O&M %.   

 
Because incentive payment was not picked up in the calculations described above, which 
total the $6,880,213 reflected on Exhibit 37C, it was not picked up as an expense in the 
operating income summary.  Thus it was not picked up in the cost of service. 
 

KAW_R_AGDR1_NUM145_022013 
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 Salaries and Wages 
The easiest way to see that incentive compensation has been removed from “Support 
Services” is to examine the forecast calculation of support services found in WP 3, pages 
90-92 of 180.  The excel location of this document is Exhibits\Expense\[Support 
Services.xlsx]Total and Exhibits\Expense\[Support Services.xlsx]Incentive Pay by 
Function.   
 
The column on this work paper titled “(12) 2014 Projected Total Expense” (under 
heading 12 months 7/31/14) adds up to $9,861,426.  In the spreadsheet this is column N 
on the “Total” tab.  A deduction is then made in the column titled “Less Incentive Pay” 
(Column R), which removes $537,193.  This is a deduction equal to the pro forma 
incentive pay identified on pages 91-92 of the pdf and in spreadsheet tab “Incentive Pay 
by Function”.  The reduced total support services now equal $9,324,233.  This is equal to 
the amount of Support Services in the “Forecast Year at Present Rates” on filing Exhibit 
37C (Excel location Exhibits\[Income Statement]Inc Statment- SCH C-1).   
 
Because incentive payment was excluded from the $9,324,233 described above, it was 
not picked up as an expense in the operating income summary.  Thus it was not picked up 
in the cost of service. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Melissa L. Schwarzell 
 
146. RR - Please provide a detailed calculation of the capitalization rates included in the 

Company’s cost of service.  Please indicate how deferred maintenance is included in this 
calculation.  Please provide the same calculation for the years 2007-2012. 

 
Response:  
 

The capitalization rates used to derive the Company’s cost of service are related to the 
labor forecast.  Each forecasted labor position has an O&M rate (equal to 1 minus the 
capitalization rate) attached to it, that was developed by reviewing prior year actuals and 
adjusting for any anticipated changes.   
 
Deferred maintenance is included in these O&M rates because the prior year actuals used 
to develop them would include charges towards deferred maintenance work orders. These 
charges would primarily be for engineering resources used to facilitate deferred 
maintenance projects.  The work itself is generally contracted. 
 
Because the O&M rates (capitalization rates) are developed through a blend of review 
and professional forecasting, there is no calculation to show for the various years.  For 
prior year actual results, please see the Company’s response to the Item 156 of this same 
data request. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Linda C. Bridwell 
 
147. RR - Please provide the level of internal labor included in the deferred maintenance 

balance included in the Company’s projected rate base. 
 
Response:  
 
 Please see attached reconciliation of internal labor included in the deferred maintenance 

balance. 
 

Please note that labor is not available before the year 2000.  Also, for forecasted projects, 
the internal labor estimate is based on the average labor spent on the other 15 projects of 
which internal labor costs are available.  The percentage is 0.58% of total project cost. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Cheryl D. Norton/Keith Cartier/Linda C. Bridwell 
 
148. RR - In reference to Mr. Williams’ testimony, please provide the actual capital projects 

placed in service for 2010, 2011 and 2012 broken out by the items described on pages 8-
10 of his direct testimony, including investment projects.  Provide the above information 
in similar format as Company Exhibit 13. 

 
Response:  
 
 Please refer to the attachment. 
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Gary M. VerDouw/Linda C. Bridwell  
 
149. RR - In reference to Mr. Williams’ testimony, please provide all instances where KAWC 

has sought additional financing which was not granted either with the AWW system or 
outside the Company to expand its capital expenditures for replacing old mains. 

 
Response:  
 

There have been no instances where KAWC has sought additional financing which was 
not granted either with the AWW system or outside the Company to expand its capital 
expenditures for replacing old mains.   
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KENTUCKY-AMERICAN WATER COMPANY 
CASE NO.  2012-00520 

ATTORNEY GENERAL’S FIRST REQUEST FOR INFORMATION 
_____________________________________________________________________________________________ 
 
Witness: Lewis E. Keathley 
 
150. RR - Please provide the levels of purchase power expense included in KAWC’s last four 

rates cases which were the basis for setting consumer rates.  Also, please provide the 
kWh associated with that level of purchase power expense. 

 
Response:  
 

Please see the workpapers identified below from KAWC’s last four rates cases; 2010-
00036, 2008-00427, 2007-00143, and 2004-00103) for the levels of purchase power 
expense and kWh’s. 
 
Purchase Power 
2010-00036 KAW_R_PSCDR1#1a_WP3-2_031610 Pages 2-16 
 
2008-00427 KAW_R_PSCDR1#1a_WP3-2_111408 Pages 1-9 
 
2007-00143 KAW_R_PSCDR1#1a_WP3_052107 Pages 45-53 
 
2004-00103 KAW_R_PSCDR1#1a_WP3_O&MEXPENSES_052004.pdf 
  Pages 36-44 
  FUEL & POWER W/P-3-2 Pages 1-9 
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